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LIMITED-PURPOSE FEDERATIONS’ 


BY ARNOLD BRECHT 


“One can imagine that under a world institu- 
tion, embodying or representing ... some day 
all nations, there should come into being a 
Council of Europe and a Council of Asia”— 
Winston Churchill, March 21, 1943. 


Levels of Supra-National Organization 


C URRENT proposals for postwar international organization can be 
grouped in four categories according to the extent of the organiza- 
tion they recommend. We may call them the proposals of univer- 
salists, major-regionalists, minor-regionalists, and ideological 
unionists. The universalists want a worldwide organization; the 
major-regionalists recommend federations of continental scope; the 
minor-regionalists propose federal groupings of smaller countries; 
and the ideological unionists advocate a federation of democracies 
or a continued league of the United Nations. 

It is foolish to contrast these ideas as if they were mutually exclu- 
sive. We need all four kinds of supra-national organizations, or at 
least we must leave room for all four. Whichever is realized first 
should be established in such a way as not to preclude the other 
three. To clarify and justify this thesis we must examine what the 
functions of each of these groupings and their mutual relations 
would be. This will be done here with particular regard to Euro- 
pean organization and its relation to world organization. 

It is easy to see that some functions, such as preserving peace be- 
tween regions, cannot be performed by regional groupings but can 
be fulfilled only, if at all, by an all-comprehensive world organiza- 
tion. It should not be much harder to see that other functions can 


* This article is based on a paper read at the Second Institute on World Organization, 
Washington, D. C., September 12, 1942; it was prepared in connection with the Peace 
Research Project of the Graduate Faculty. 
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be performed better by regional groupings. This has long been 
recognized for the United States—which is itself a regional group- 
ing of states on a quasi-continental basis—and it has been widely 
advocated also for the two Americas together. In regard to Europe, 
however, the case for continental organization has not yet been un- 
derstood so generally and so completely. The present cleavage of 
Europe and fear of German hegemony on the one side, unrealistic 
mirages and exaggerations on the other, have obscured the genuine 
need. Universalists, minor-regionalists and ideological unionists 
have done much to detract attention from it. 

To clarify our vocabulary, I think it wiser to speak not of “‘con- 
tinental” but rather of “quasi-continental” or simply “major”’ re- 
gions, because the need for these organizations does not necessarily 
coincide with what the geographers happen to call continents. 
What is meant here by quasi-continental organization is a forma- 
tion of such scope that it is to be compared with a continent rather 
than with a combination of a few out of many states scattered across 
a continent (that is, a “minor” region). Every quasi-continental 
region is naturally a major region. But a major region is not neces- 
sarily limited to one of the continents: it may combine countries 
that are grouped around a central sea. In such a grouping a major 
region may assume the character of a fifth form of organization, 
cutting across quasi-continental regions. 

A quasi-continental organization, unlike a worldwide one, is 
based on territorial contiguity, or neighborhood. Such neighbor- 
hood produces particular problems, especially if the territory is 
densely populated, and at the same time facilitates the technical 
working of an overall organization regarding such problems. 
Neighborhood is, of course, a relative concept. Yet, however far it 
may reach, neighborhood does not embrace the antipodes, or the 
relation between Europe and the Americas, or that between Europe 
and China, or Japan and India, or the Americas and China, Japan, 
India. Where the boundaries are to be drawn is a matter of political 
expediency and urgent needs rather than of doctrine. 

Thus Europe is a quasi-continent with or without Russia, with 
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or without Spain, with or without the southeastern regions. 
Whether or not these parts are included, significant as it is in several 
respects, is not of vital importance for the present examination. Yet 
no quasi-continental organization could be satisfactorily formed in 
Europe without covering Central Europe and, for both geographi- 
cal and practical reasons, without including Great Britain. 

The United States can be considered a quasi-continent in herself. 
That is to say, for all practical intents and purposes the problems 
that evolve here from the mere fact of local neighborhood have 
been solved on a continental basis by the formation of the United 
States. The few remaining problems of neighborhood—those re- 
garding Canada and Mexico—can be solved in various ways. It is 
not necessary here to follow any definite pattern of continental 
organization, since so few countries are concerned. 

South America may be considered a continent either alone or 
together with Central and North America. The need for continen- 
tal organization there is less pressing than in Europe, because of 
the wide open spaces, the sparse population and the negligible 
continental cross traffic from shore to shore, except by airplane. 

The case of the Soviet Union is ambiguous. Her territorial ex- 
tent would make it possible to consider her a quasi-continent. Yet 
her factual neighborhood with Central Europe to the west and 
with China and Japan to the east would leave great neighborhood 
problems unsolved if she were to be excluded from supra-national 
regions. We shall return to this problem and its possible solution. 

India can be considered a quasi-continent with even more justi- 
fication than Russia, and as such is in need of a common organiza- 
tion just as Europe is. This has been provided for her so far by 
British domination. Should that domination come to an end, some 
substitute will be necessary. China was a quasi-continental region 
about fifty years ago. She has lost this character since Japan has 
become an ever-pressing neighbor either directly or indirectly 
through Korea and Manchukuo. If Churchill’s “Council of Asia” 
were to include all units and confederations that happen to be 
situated in geographic Asia, from Japan to Turkey and Palestine, 
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it would cover a region of abnormal proportions. If restricted to 
the eastern parts of Asia it might better fulfil the regional function 
of serving neighborhood problems within world organization. 

Australia is a continental organization by herself. But in regard 
to the relations of Australia, the Dutch Indies, China and Japan 
the need for a major region cutting across the continents might be 
discussed. 


The reasons why continental, or quasi-continental, organizations 
are needed in densely populated areas can be classified under four 
headings: technological; economic; humanitarian; and the need for 
security. All of these reasons are of course of a political character, 
even the technological and economic ones, because we are speaking 
here only of demands that require political organization for their 
satisfaction. 

To be sure, these needs are not to be met exclusively by quasi- 
continental organizations. In some respects they call for supra- 
continental (worldwide), in others for sub-continental (minor- 
regional) solutions; and of course they have also familiar domestic 
or national aspects, and even sub-national—provincial and munici- 
pal—aspects. But for present purposes it will be most helpful to 
examine these needs with special reference to quasi-continental 
regions, and particularly in regard to the European scene. 


Technological and Economic Purposes of 
Regional Within World Organization 


Only a few remarks are needed here in regard to technological and 
economic functions. We are all familiar with the fact that rail- 
roads, automobiles, airplanes, radio, speedways, hydroelectric 
power and other technological developments lead to problems of 
quasi-continental scope that cannot be solved satisfactorily either 
by individual states or by sub-continental groupings. Such techno- 
logical demands for continental planning seem to arise in more 
and more spheres of life. Production has technical aspects that in- 
fluence location, concentration or distribution, regardless of na- 
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tional boundaries. If there were nothing else to make American 
history fascinating to Europeans, they would still be struck by the 
fact that here technological progress from the outset was little or 
not at all hampered by boundary lines. 

Experience has shown that some of the technological difficulties 
that arise from state boundaries can be overcome by multilateral 
agreements, such as those that regulate postal traffic and railroad 
gauges on an international level. But experience has also shown 
that comprehensive planning and utilization of technological de- 
velopments are not possible without an overall organization 
equipped to deal with such problems. Edmund Stinnes, in a memo- 
randum in which he recommends continental organization, has 
pointed to the fact that after the First World War there were great 
costs and delays for years because the various countries did not 
trust one another enough to permit their rolling stock to pass on 
to neighboring countries, thus making it necessary for all goods 
to be unloaded and reloaded at all frontiers. Such a situation 
should certainly not be allowed to occur again after the present war. 

Economic reasons that make it desirable to develop in Europe 
plans and institutions of a quasi-continental scope are especially 
forceful in regard to such problems as postwar reconstruction; fi- 
nancing of supra-national public works; stabilization of currencies; 
lowering of customs barriers; distribution of production centers; 
European airways, highways, railroads; hydroelectric systems. How 
far cooperation in these and similar fields should go is a matter of 
debate. But this much is certain: the decision cannot be left com- 
pletely to thirty individual states, to multilateral agreements and 
to secret policy. If the thirty small units of Europe are considered 
economically sovereign, each entitled to its own economic policy 
and each free at any time to change that policy, their continental 
neighborhood leads not only to absurdities but to grave conse- 
quences that are in striking contrast to the benefits that quasi- 
continental economic units such as the United States can offer. 

It is very probable that in many fields of joint economic activities 
in Europe the United States will be looked to as an important and 
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even an indispensable partner. But that should not mislead us into 
saying that all these European matters should be dealt with by 
worldwide organization. China, Japan, Australia, have no positive 
interest in some. And United States cooperation depends to a large 
extent on the existence of an appropriate quasi-continental Euro- 
pean organization with which the United States can cooperate, an 
organization capable of executing plans and projects. 

Economic organization of the scope here envisaged presupposes 
political organization. Economists as a rule fail to deal with the 
political aspects of this problem, or they seem to assume political 
conditions of such simplicity as would exist only if a dictatorial 
will ruled Europe, able not only to dictate the plans but also to di- 
rect their execution and to determine the contributions to be made 
by the various individual states and the benefits to be drawn by 
them. In that event, it is true, there would be no political problem 
other than that of convincing the dictator of the quality of the plan 
and the best methods for its execution. 

But in the absence of dictatorship matters are not so simple. The 
victors, of course, may assume the responsibility of dictating to their 
vanquished enemies acceptance of comprehensive economic plans 
and of pertinent institutions. Yet there would still be the problem 
how the European allies should be brought into this comprehensive 
system; what their role and that of the defeated nations should be 
after the transition period; what principles should govern the insti- 
tutions, once established; and how the necessary future decisions 
should be made. Final analysis of these political problems will lead 
necessarily to the question of the establishment of legislative and 
executive bodies for Europe, if only with a limited range of juris- 
diction, and of the distribution of votes in these bodies. But this 
question, which I have dealt with elsewhere in some detail,’ is not 
the focus of interest in the present discussion. 


*“European Federation—The Democratic Alternative,” in Harvard Law Review, 
vol. 55 (February 1942) pp. 561 ff. The composition of the Executive Committee 
as there recommended—one representative for each large country, and group repre- 
sentatives for groups of smaller countries (p. 564, Article 11, paragraph 5) — is the 
same as that suggested by Churchill in his speech of March 21, 1943, for the final 
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Humanitarian Purposes and the Need for Security 


If technological and economic considerations were the only reasons 
for continental organization it might appear that the whole prob- 
lem of regional organization was one of management rather than 
of a basically new political order. In turning now to humanitarian 
reasons we reach a more fundamental level. 

For the past three hundred years it has been accepted as one of 
the primary principles of political science and practice that the 
manner in which subjects of a sovereign country are treated by their 
government concerns that country alone. This view must be 
abandoned. 

In justifying this statement I do not propose to go into the age-old 
philosophical question of whether ultimate value lies only in the 
individual human being, or whether, at least in certain respects, 
some social group is of superior value. Whatever answer we have for 
this question, and however strongly we may be inclined to stress 
social solidarity and responsibility, if we acknowledge any limita- 
tion to glorifying the group we do not subscribe to totalitarianism. 
That system, as is well expressed by the term, denies that there are 
any absolute limits to governmental activities regarded as beneficial 
to the group. Non-totalitarian political ideas do acknowledge such 
limits. This emphasis on limits is common to humanism, to democ- 
racy and to modern Christianity. All three, much as they may differ 
in other parts of their messages, are at one in the principle that 





Council of Europe: “Any one can see,” he said, “that this Council . . . must eventually 
embrace the whole of Europe and that all the main branches of the European family 
must some day be partners in it. . . . Side by side with the great powers there should 
be a number of groupings of states or confederations which would express them- 
selves through their own chosen representatives, the whole making a council of 
great states and groups of states.” See p. 592, note 2, of the article cited above, for the 
similarity of this composition to that of the council (Engerer Rat) in Metternich’s 
German Confederation of 1815-66, but the new council would have a much broader 
basis and, let us hope, would pursue a sounder policy. To supplement the council a 
legislature was recommended in the article, at least after the transitional period. 
Until agreement on general European elections were reached the legislature would 
be so constructed that each state would have one vote for each million of its inhabi- 
tants; a two-thirds majority of states and of populations represented would be required 
for fundamental legislation; no state could have more than one-fifth of all votes. 
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human beings as such have an innate dignity which should be re- 
spected in all circumstances. The other great religions agree with 
Christianity on this point. 

Thus respect for the dignity of man sets an absolute limit to 
what should be permitted in endeavors, however well-intentioned 
they may be, to subordinate the individual to the interest of some 
group. This respect may be denied only when the individual has 
forfeited it by his own wilfully dishonest acts. Even then religion 
teaches us to consider the existence of the soul in our measures 
of punishment, and to leave the deeper vengeance to the Lord. 

Despite this basic agreement of anti-totalitarian doctrines, politi- 
cal and legal theory of the last century has conspicuously failed to 
establish absolute minimum standards of justice, that is, standards 
that would be regarded as mandatory on courts and magistrates 
everywhere, even when contrary to the commands of the national 
governments. In this fundamental matter the history of political 
and legal thought took a rather tragic turn three centuries ago, 
from which it has not yet recovered. 

For more than a thousand years before Bodin and Hobbes in 
the sixteenth and seventeenth centuries, philosophers and jurists, 
as has often been stressed recently, thought widely in terms of 
divine and natural laws, which were the same everywhere and 
should eventually be applied by courts and magistrates, even 
against the express orders of their earthly governments. That his- 
torical period came to an end with the birth of the modern 
theory of state sovereignty, strangely enough at the very same 
period when humanism and Christianity had finally led to the 
doctrine of respect for the dignity of man in every individual. Just 
when that stage was being approached many of the jurists in the 
western world, and especially the official jurists, were led by con- 
siderations of authority and the technical administration of justice 
to adopt the doctrine, prevailing to this day, that no judge is per- 
mitted to substitute ideas of divine or natural law for the clear 
direction given him by the sovereign body of his country. The only 
thing he is allowed to do, in line with professional ethics, is to 
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check whether the positive laws handed down to him are in accor- 
dance with the constitution of his country, if there is one. Unless 
the positive law violates the constitution, professional ethics re- 
quires that the judge apply the positive law, no matter how re- 
pugnant it may be to him. 

The final wisdom of this view, in so far as certain minimum stand- 
ards of justice are concerned, can well be doubted. Some funda- 
mental elements of justice should be considered by judges 
everywhere in the world as mandatory principles, even if they are 
not guaranteed by formal constitutions and even if statutes or 
decrees, formally valid, should direct the judge to the contrary.” 
The mistake in the theories of divine and natural law was not in 
their contention that elementary standards of justice are superior 
to the written law, but in the fact that in their application the prin- 
ciple of the superiority of higher law was extended to broad politi- 
cal and economic theories, such as that of the divine right of kings or 
of the inviolability of private property. 

This matter cannot, however, be left to the uncertain hope of a 
change in political theory or in the judge’s professional ethics. if 
we want to make sure of minimum standards of justice, and of re- 
spect for the dignity of man, we must write them into some supra- 
national constitution that binds the judge. Constitutions are the 
practical synthesis of higher law and positivism. To this device we 
have to turn in the matter of humanitarian minimum standards. 


From the foregoing remarks it follows that all mankind should 
be interested in the maintenance of humanitarian standards every- 
where in the world. This is quite true, and the great religious sys- 
tems have built the work of their missions partly on the idea of 
such universal responsibility. But the question here is one not only 
of concern and charity, but of guarantee and enforcement. 


Minimum standards for the whole world, established in a world 
*See Arnold Brecht, “Sovereignty,” in War in Our Time, ed. by H. Speier and A. 
Kihler (New York 1939) pp. 58, 68; also “European Federation” (cited above) p. 561. 
This postulate was well formulated by Quincy Wright in The World’s Destiny and the 
United States, ed. by H. Bonnet (Chicago 1941) p. 110. 





144 SOCIAL RESEARCH 


constitution with the provision that their maintenance should be 
guaranteed and enforced everywhere, would naturally tend to be 
very low. The maximum attainable in the darkest part of the world 
would determine the measure of the worldwide guarantee. Anyone 
who has studied the negotiations that have taken place on world- 
wide standards, from the abolition of slave trade to the abolition 
of forced labor, is aware of the handicaps placed on progress by 
including backward sections, especially those in colonial empires. 

Even such a recent attempt as the Slavery Convention of the 
League of Nations, whose proposal was opened for signature on 
September 25, 1926, could not attain more than the pledge of the 
signatories to bring about the complete abolition of slavery in all 
its forms “progressively and as soon as possible’’—a result that was 
far from “‘guaranteeing” the abolition of slavery in all its forms. 
This weak pledge included a proviso that the governments should 
take all necessary measures “to prevent compulsory or forced labor 
from developing into conditions analogous to slavery.’ Yet it was 
stated expressly that governments were free to apply compulsory 
or forced labor for public purposes. Such formulations are so vague 
that I would not be surprised if fascist countries and also the Soviet 
Union should declare that they have not violated the convention, 
on the ground that concentration camps, although enforcing labor 
under the whip and without judicial procedure, in conditions 
analogous to slavery, employ forced labor only for public purposes 
and will be abandoned “as soon as possible.” 

Minimum standards can be established on a much higher level 
within continental regions than in a worldwide organization. If 
the fascist systems disappeared, no difficulty would be in the way of 
a list of minimum standards that guaranteed respect for human 
dignity to a fairly high degree in central and western Europe. If 
the Soviet Union should not yet be willing to accept such standards 
and their continental control, she could not form a part of such 
a European federation. The same applies to Spain. Mere lip service 
is not enough. The quasi-continental character of the European 
federation would not be affected, however, by the absence of these 
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sections. Nor would abstention from membership in the European 
federation prevent the Soviet Union from maintaining long-range 
treaty relations with Britain or any other federation member. 

Not only can standards be higher, but also their enforcement can 
be implemented in a much more efficient manner within a conti- 
nental region than in a worldwide organization. Compliance with 
minimum standards on the part of state governments can be effec- 
tively controlled only if the individual has access to the federal 
authority and the federal authority to the individual. It is not 
sufficient that the federal authority is authorized to exchange polite 
letters with the accused state government, with the necessity of 
relying on the latter’s statements. This would be the situation in a 
league or confederation, in which relations exist exclusively among 
governments. But in a truly federal establishment direct relations 
exist between the central authority and the individuals, if only 
within a small field of federal jurisdiction. Such a truly federal 
body, having direct relations with the individual, can be estab- 
lished much more easily in a continental than in a worldwide or- 
ganization. 

The United States is the typical model of a quasi-continental or- 
ganization in which direct relations exist between the federal 
authority and the individual citizen. Violations of minimum stand- 
ards in any state of the Union can be brought before the Supreme 
Court of the United States. This is not because of the Bill of Rights 
in the first ten amendments. These amendments do not protect 
American citizens from encroachments by their state governments 
on their individual rights; they protect citizens only from trans- 
gressions by federal agencies. The due process clause of the Four- 
teenth Amendment has, however, placed life, liberty and property 
everywhere in the Union under the protection of the United States 
Supreme Court, even if the violation had its origin in state agencies. 
This protection is not so precise and comprehensive as that of the 
Bill of Rights, but it serves to a remarkable extent the purpose of 
protecting civil liberties. In addition, some forms of encroach- 
ment by the states, such as the issuance of retroactive criminal laws 
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and discrimination according to race, sex or belief, are directly th 
forbidden by the federal constitution. And the clause that all states wl 
must have a republican form of government also provides the fed- di 
eral Supreme Court with authority to see that individual rights 
are not gravely curtailed. tv 
It would not be feasible to establish for the whole world a lo 
Supreme Court to which every human individual anywhere might su 
appeal, in the same way as citizens of the United States can appeal sil 
to their highest court. If direct relations can be established at all on Sti 
a worldwide basis, it can be done only for a few fundamental prin- 
ciples of a very low standard, such as abolition of outright slavery al 
or of white-slave traffic. On a quasi-continental basis, however, it is cc 
possible for a Supreme Court to function in direct contact with the ” 
individual. ‘This has been demonstrated by the United States. o1 

Even with restriction to a European federation I do not recom- m™ 
mend that the due process clause be copied literally. It would be ir 
too comprehensive, and at the same time too vague, for the loose tk 
form of organization we can hope for in Europe. Instead, a cata- st 
logue of definite minimum standards should be drafted and placed q 
under the jurisdiction of a European Supreme Court. This cata- th 
logue would remain far below the standards granted by any of the se 
liberal democracies in peacetime. For England, for instance, it P 
would have no practical importance, because much higher stand- a 
ards are assured there by domestic institutions. Similarly, demo- ti 
cratic France and democratic Germany might have contributed no 
cases to the calendars of such a Supreme Court. Only if a govern- b 
ment turned to terroristic methods would the Court have a task. 

A detailed list of minimum standards that can be established for a g 
European federation, and methods for their enforcement, need not b 
be considered in the present context.‘ The important point here a 
is that the standards embodied in the quasi-continental constitution t 
would bind the individual judge in each individual member state, t 
no matter what orders he might receive from his government to t 
the contrary. Within the limits of these written standards we would t 

*I have dealt with these matters in “European Federation” (cited above) . c 
j 
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then have reestablished the old doctrine that there is a higher law, 
which the judge is duty-bound to apply even against the express 
direction of his state government. 

Only if we take this important step can the boundary lines be- 
tween individual countries in a densely populated major region 
lose the portentous significance they have come to possess. Today 
such boundaries are appeal-proof. In the future it should be pos- 
sible to appeal across them in cases of grave violations of minimum 
standards of justice. 

It is of importance, however, to point out an additional reason, 
and in fact the most compelling one, for establishing humanitarian 
control first of all on a regional basis. This is the need for security 
—the last of the four reasons I have enumerated for supra-national 
organization. Terroristic treatment of citizens by their own govern- 
ment is more than a matter of merely ethical concern to neighbor- 
ing peoples. It may be of the greatest practical consequences for 
their own security. Wherever a government violates the minimum 
standards of humanity there is danger that free discussion of basic 
questions will cease; that upright characters can no longer make 
themselves heard; that a minority will silence the majority; that 
secret armaments will be pushed. In short, terroristic methods ap- 
plied by a government, or with its consent, against its own subjects 
are likely finally to lead to war. To prevent terroristic methods from 
taking root, a matter of humanitarian interest to everybody in the 
world, is therefore also a matter of vital self-interest to the neigh- 
boring countries. 

Ix. the incipient stage of terrorism intervention is easy, if the or- 
ganization is large enough. To await the moment when the neigh- 
bors are directly affected may mean to miss the opportunity for 
avoiding a world war. This we have learned from history, or ought 
to have learned. And this is what makes it imperative for quasi-con- 
tinental organizations to deal with the maintenance of humani- 
tarian standards through effective control and execution. If it could 
be done on a worldwide scale, it should be. It certainly can be done 
on the quasi-continental scale. 
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There are also many other questions of security that can best be 
treated on a regional basis, such as the limitation of armaments, 
the pooling of armed forces for the suppression of rebellion, and 
on the other hand the adjustment and arbitration of regional 
problems. It is not necessary here, however, to elaborate these sup- 


plementary illustrations.’ 


Horizontal and Vertical Interrelations 


The foregoing analysis has provided us with a yardstick for deter- 
mining the proper relationships of the various grades of supra- 
national organization. That certain minimum standards can best 
be established and enforced on a regional basis does not preclude 
the fact that some standards, like the outlawing of slavery or of 
white-slave trade, may also be accepted and controlled by a world- 
wide organization. The relation of the different forms of guarantees 
would be similar to the relation in the United States between the 
guarantee of individual liberty in the constitution of, say, Louisi- 
ana or Massachusetts, and the guarantee of a slightly lower degree 
of liberty by the due process clause in the federal constitution. 
France, England and postwar Germany would have their individ- 
ual Bills of Rights, embedded in their constitutions or statutes. 
Some basic standards, less far-reaching, would be guaranteed also 
by the European federation, offering thus a subsidiary remedy. And 
other standards, even more basic or of a more general importance, 
such as the outlawing of slavery, would be guaranteed for a third 
time by the worldwide organization. The natural consequence 
would be that the world organization would be free from the diffi- 
cult business of dealing with regional problems. Only where no 
regional organization existed, or if it should fail, would the world- 
wide organization deal with problems of regional concern. 


* Some details are contained in the article already cited, especially pp. 565, 589. They 
are in line with what Winston Churchill said on March 21, 1943: “We must try .. - 
to make the Council of Europe . . . into a really effective league with all the strongest 
forces concerned woven into its texture, with a high court to adjust disputes, and with 
forces, armed forces, national or international or both, held ready to enforce these 
decisions and prevent renewed aggression and the preparation of future wars.” 
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In other spheres of activity the relationships would be similar. 
Continental problems would be dealt with by continental organiza- 
tions, where they existed, under the final control of the worldwide 
organization, in so far as the latter had jurisdiction. And problems 
for which continental organizations are not the appropriate bodies 
would be dealt with directly by the world organization. These in- 
clude, for example, the provision of identification papers for per- 
sons without nationality, the question of Jewish migration from 
region to region, and conflicts between regions. All global prob- 
lems are matters that should concern the worldwide organization. 

Federations need not be or ever grow into perfect unions of the 
kind we know in the United States and Switzerland. A worldwide 
federation or a postwar federation of the United Nations would 
certainly not come into existence as a perfect union, or ever develop 
into one. Indeed, complete union would not be their purpose. 
Their aim would be much more limited. They would be limited- 
purpose federations. 

The same holds for a European federation. We must think of it 
as a limited-purpose federation rather than as a perfect union or 
a bloc. Not only is there little chance that perfect union will emerge 
in Europe after the war, but grave doubt prevails in many places 
inside and outside Europe as to whether such union is even desir- 
able, unless world organization has first attained a higher stage of 
reality, since overtight unions of continental scope may lead to new 
experiments in hegemony and imperialism. There are, to say the 
least, differences of opinion in this respect. Whatever our indi- 
vidual views of this matter may be, we must admit that an all- 
inclusive unity of purpose is neither to be expected in Europe after 
the war nor requisite for peaceful development. 

The limited-purpose federation of Europe we are here discussing 
would leave the members free to enter into any kind of combina- 
tion with outlying countries that was not in contravention of the 
limited purposes of the federation and of the minimum standards 
set by it. In fact, the federation could not fulfil its restricted mission 
unless it had such a “compatibility” clause inserted in its constitu- 
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tion. Great Britain would be a member of the European federation 
with her European possessions only, but she would have to be free 
to continue the British Commonwealth of Nations, and also to form 
any closer combination with the United States that these two demo- 
cratic countries might wish to establish. Similarly, if a federation 
of countries with democratic governments should be constituted, 
those governments of European countries that have a genuinely 
democratic regime should be able to join. 

This brings us to a political point that may be in need of an 
additional remark. Under the scheme of federation as discussed 
here none of the member states could be totalitarian, since each 
would be pledged to respect minimum standards and restrictions 
in its activities in regard to justice, international security and eco- 
nomic and technological problems. All would therefore have a 
constitutionally limited form of government, limited at least by 
the federal constitution. In addition, each country would have its 
own constitution, which might limit its government in many other 
respects. In these individual constitutions, however, there could be 
a wide margin for experiments in government, ranging from gov- 
ernments that merely set certain constitutional limitations, to per- 
fect democracies in the technical sense of the term. The federal 
constitution would contain but a few elements of organizational 
character with regard to the member states, such as the guarantee 
of free elections and free discussion in some body of popular repre- 
sentation, and it should not attempt to determine the details.’ 

The individual member states should be free to form confedera- 
tions not only with outside states but also among themselves. And 
this is the place of the minor regions. Member states might establish 
minor regions consisting of two or more countries, ranging from 
monetary unions or customs unions to federations of any kind, and 
even to complete mergers, provided that the purpose and the stand- 
ards of these combinations did not violate the purposes or stand- 
ards of the European federation. There is much need for such 


* More exact proposals with respect to this point are contained in the article men- 
tioned before, p. 584. 
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minor combinations. Yet they cannot replace the quasi-continental 


organization. 


After the end of hostilities the questions of boundary lines and 
the construction of supra-national organizations cannot be left to 
free negotiation by all countries, former friends and enemies alike. 
There would be no platform from which to start such spontaneous 
negotiations. And even if there were one, no hope could be enter- 
tained for a satisfactory result of multilateral negotiations unless 
the platform itself included the basic elements of the supra-national 
organizations. The task of establishing such a program, and of set- 
ting the machinery going in the beginning, devolves upon the vic- 
tors, however much cooperation they may wisely grant to all coun- 
tries concerned, even in this first stage. 

All recent models of peace that I have seen, including my own, 
contain the principle of a “transitional period,” which in addition 
to its other purposes is to be the formative stage for the final settle- 
ment. This principle is basically sound. But only weak minds, and 
there are many, not trained in consistent thinking and drunk with 
vague words, can be deceived into believing that the device of a 
transitional period can deliver us from responsibility for the early 
preparation of schemes regarding the final settlement that will be 
capable of finding popular support. Only the holding out of such a 
scheme will arouse hopes for the postwar world everywhere within 
the large masses of people, even in the enemy countries, and after 
the war establish a state of confident expectation in the midst of the 
turmoil of victory and defeat. 

It will probably be recognized some day soon that it was one of 
the mistakes of the democracies at war that they did not offset 
earlier the totalitarian plan for the solution of world problems by 
an equally graphic but non-totalitarian alternative. That alterna- 
tive—in embodying respect for the dignity of man as the fundamen- 
tal principle common to humanism, Christianity, democracy and 
the Four Freedoms—must show convincingly how the world may 
be organized efficiently under this principle. 











COMMERCIAL POLICY 
BETWEEN THE TWO WARS 


Personal Observations of a Participant’ 


BY RICHARD SCHULLER 


Austrian Trade Relations After the First World War 


The Peace Treaties signed at Paris in 1919 paid little attention 
to problems of postwar trade, as the Allied governments did not 
doubt that all countries would immediately return to their prewar 
commercial policies. There were a few provisions affecting the trad- 
ing conditions of the conquered nations, but at least as far as Aus- 
tria was concerned—and Austria will be the main point of reference 
of these notes—such provisions were not of decisive importance. 

For example, the Allies imposed on the conquered countries an 
obligation to grant onesided most-favored-nation treatment for five 
years, in spite of the reparations requirements, which could be met 
only by exports. The Austrian delegation in St. Germain protested 
against this clause, which would make existence still more difficult 
for the new Austria, but did not succeed in eliminating it, though 
it was restricted to three years; actually few of the Allied countries 
availed themselves of their right to demand onesided most-favored- 
nation treatment from Austria. 

And some delegates in Paris were of the opinion that economic 
unity should be maintained between the different parts of former 
Austria-Hungary. But the Italian delegates opposed this plan, be- 
cause Italy considered the destruction of Austria-Hungary her 
greatest benefit from the war, and hoped to become the successor 


*Epitors’ NoTE—From 1898 to 1916 Dr. Schiiller was head of the department of 
tariff and commercial treaties in the Austrian Board of Trade, and during 1917-38 he 
headed the economic and financial section of the Austrian Foreign Office. 
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of the old monarchy on the Danube and in the Balkans. The result 
was a compromise: the Allied powers declared that they would not 
claim for themselves preferential tariffs which Austria, Czechoslo- 
vakia and Hungary might grant one another for certain articles 
during the next five years. The formula could have been of some 
advantage, though it was insufficient. But nothing came of it: 
Czechoslovakia did not wish to renew the old relations with Aus- 
tria and Hungary, as both those countries suffered under a severe 
crisis; and Hungary maintained her territorial claims and was not 
inclined to establish closer economic relations with Czechoslovakia. 

For a short time after the war it seemed indeed that international 
trade and commercial policy would soon return to their old chan- 
nels. All kinds of goods were urgently needed everywhere, and 
there appeared to develop a tendency toward a liberal trade policy. 
Trade prohibitions and exchange controls were abolished, and in 
many cases tariffs were diminished or abolished for certain groups 
of articles. But some governments applied export prohibitions to 
commodities that were scarce, and consequently had to suffer under 
similar prohibitions applied by other governments. And in some 
cases the detrimental effects were far-reaching. Czechoslovakia, for 
example, prohibited exports of sugar and cotton goods to Austria, 
thereby promoting the development of these industries in Austria 
and losing her market for the future. 

Then in 1922 the German and Austrian currencies broke down, 
and it became impossible to import the necessary foodstuffs and 
raw ‘materials. Austria’s currency fell from 5 crowns to more than 
70,000 crowns to the dollar. 

The Austrian Chancellor Seipel went to Prague and to Berlin, 
but both governments had their own difficulties and could not help. 
In the latter part of August 1922—a little over two months before 
the March on Rome—he called me to Verona, where we met the 
Italian Minister of Foreign Affairs and the Under-Secretary of 
State; and at that meeting I proposed a customs and monetary 
union between Italy and Austria. The economies of the two coun- 
tries were complementary in a high degree: Italy had little timber 





154 SOCIAL RESEARCH 


and not enough steel, which were Austria’s largest export goods. 
Austria could find a market there of more than 40 million people 
for her industrial exports, and in turn could buy oranges and other 
fruit, vegetables, fish, silk. By printing 2 billion lire for circulation 
in Austria we would obtain a big loan, paying no interest—a loan, 
moreover, which would cost Italy nothing and could not harm the 
Italian currency, as only the amount necessary for the enlarged area 
was to be issued. 

The Italian ministers were attracted by this plan, which was 
quite in the line of Italy’s political ambitions. I went to Rome with 
them and in three weeks the treaty was made and ready for signa- 
ture. Then Chancellor Seipel called me to Geneva. The news 
about our treaty with Italy had created great political excitement. 
France and Czechoslovakia had prevailed on England and on the 
League of Nations to offer Austria a plan for financial reconstruc- 
tion, obliging her to renounce the union with Italy. After some 
negotiation we accepted the proposal, and I had to go back to Rome 
and convince the Italian government that both of us had better 
agree to the League of Nations plan. It was on October 4, 1922, 
that the Geneva Protocols were signed. 

This plan became a full success as far as Austria’s finance and 
currency were concerned. But it did not solve our economic prob- 
lem, caused by the dismemberment of our former economic terri- 
tory, for new tariffs separated us from our most important markets. 
By concluding trade treaties, however, we tried to recover our mar- 
kets as much as possible and to find new ones. 

Thus in 1924 we negotiated a treaty with Italy. The Italian dele- 
gates were instructed to be accommodating, but they were experi- 
enced and cautious negotiators and did not go too far. Some indus- 
trialists, however, told Mussolini that too great concessions had 
been made at their expense. He sent me a short note: ‘““The treaty 
will be signed only under the condition that Italy can revoke any 
concession made in this treaty, if it threatens the existence of an 
Italian industry.” His delegates were rather shocked to be obliged 
to make such an unusual demand, which meant that Austria was 








i, ra 


wy 


2» e278 0 — e& 











COMMERCIAL POLICY BETWEEN WARS 155 


bound by the treaty while Italy could get out of her obligations at 
any moment. But I accepted, to the great surprise of the Italians 
and of my colleagues. I told my government I was sure that the 
Italians would make no use of that paragraph. And in this I was 
right. 

When we negotiated a treaty at Paris we found much goodwill 
but very few concessions. After a meeting in which I had expressed 
my disappointment at our reception, Monsieur Serruys, head of 
the French delegation, declared to me: “I must complain, Mr. 
Schiller; you have been bitter.” “You know,” I retorted, “that we 
peoples living on the shore of the Danube are inclined toward 
irony.” “No, it was not irony, it was bitterness. I must tell you, Mr. 
Schiller, you are very intelligent but you have a bad character— 
just like mine.” A very French remark. 

We made many treaties, but the results were meagre and we 
therefore tried again to establish closer relations with our neigh- 
bors. Thus I proposed to Italy and to Czechoslovakia that we cut 
our tariffs reciprocally by 50 percent. This time I believed I was 
clever, because since the two countries belonged to different politi- 
cal spheres our action would not be politically suspicious. Italy 
agreed, but Dr. Benes wrecked the plan. 

In the following years world trade developed so favorably that 
Austria could hope to solve her economic problems without resort- 
ing to special schemes. Our exports increased from 1400 million 
schillings in 1923 to 2300 million in 1929. World trade was on a 
higher level than ever before. The world seemed indeed to have 
returned to “normalcy.” Normal trade treaties and the most- 
favored-nation clause were the general rule. 

But the recovery showed certain unsound features. In the United 
States land under cultivation had been increased during the war 
by many million acres. Immediately after the war this represented 
no problem, as there was everywhere a great demand for foodstuffs. 
The European countries, however, rapidly restored their agricul- 
tural production, and did not stop at the prewar level. Austria and 
Czechoslovakia, formerly the most important markets for the agri- 
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cultural products of the Danubian basin, promoted their agricul- 
ture by all possible measures. Italy, Germany and France tried to 
become self-sufficient. Italy conducted the “battaglia di grano,” and 
France became an exporter of wheat after good harvests. The 
industrial countries maintained very high agricultural prices and 
thereby made it possible to produce farm commodities even under 
unfavorable conditions; for this the reasons were more political 
than economic, for the peasants, whose organizations had made 
great progress, wielded strong political influence. Governments 
believed it necessary to make their countries as independent as 
possible from food imports, in order to avoid famine if a new war 
should break out. Mercantilist ideas about the balance of trade also 
played a part: imports should be diminished and nothing imported 
which could be produced within the country. The consequence of 
all this increased European and American production was the 
piling up of large stocks of agricultural products in the United 
States and Canada. 

Another critical situation developed in the international credit 
market. ‘The recovery was very much promoted by the extension 
of foreign credits, the United States becoming the greatest creditor 
country. Every year hundreds of millions of dollars flowed into 
European debtor countries, attracted by high rates of interest; 
Germany alone had received more than 4 billion dollars in credits 
by 1929. Governments, towns and industries invested short-term 
foreign credits in long-term investments, which often were not 
productive. The European banks did not consider the possibility 
that this current might stop, or turn in the opposite direction. 


Depression Expediencies 


The violent crisis that began at the end of 1929 brought a break- 
down in the international capital market and caused great changes 
in commercial policy. After a hundred years of free trade England 
established a protectionist tariff. The United States and many other 
countries raised their tariffs to levels often prohibitive. In many 
countries import quotas were added to the high tariffs. 
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It has been argued, in defense of quotas, that without them tariffs 
would have to be raised to still higher levels in order to protect 
home production against excessive foreign competition. But quotas 
have a natural tendency to be gradually reduced under the pressure 
of the home producers. They involve the issuing of import licenses, 
a difficult job for the issuing offices and a nuisance for the traders 
who have to get the licenses. Moreover, it is not possible to apply 
the most-favored-nation clause to quotas. I discussed this question 
with the American ambassador in Vienna, who was particularly 
interested in the quota for automobiles. He pleaded that we should 
establish global quotas, if quotas must be. But under global quotas 
the foreign competitors would rush into the market immediately, 
at the beginning of the quota period, fearing that later nothing of 
the quota would be left. And if equality of trade opportunity were 
interpreted in such a way that quotas were allotted equally to all 
importing countries, this distribution would be detrimental to 
those countries that had formerly sold much more than others. 
Quotas based on the figures of former years would be attacked by 
all countries who regarded this method, or the years chosen, as un- 
favorable to their exports. After long discussion we could fird 
nothing better than an agreement assuring the United States of re- 
ceiving a fair and equitable part of our quotas. A rather elastic 
formula. 

Another source of serious disturbance in international trade, 
arising from the crisis, was the devaluation of currencies. England 
devalued the pound in 1931. The “sterling bloc” followed imme- 
diately, the dollar in 1933 and soon afterward the currencies of the 
“gold bloc.” 

Changes of trade policy of quite a different character were initi- 
ated by the debtor countries who did not devalue their currencies 
officially. Foreign credits were withdrawn from these countries, 
and no new credits were granted. There was a general run on the 
banks and capital began to flee. The banks tried in vain to escape 
the catastrophe. In May 1931 the Austrian “Credit Anstalt” be- 
came bankrupt, and the German banks followed some months later. 
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Gold and foreign exchange were flowing out of the central banks, 
which also seemed unable to withstand the storm. First Austria and 
then Germany established control of foreign exchange. Five other 
European and eleven American countries soon did the same. This 
would not have been of great importance if the control had served 
only as a transitional emergency measure, as in England in 1931 
and the United States in 1933, where control of exchange was used 
for some months to win time for adapting the monetary policy to 
the new situation. The question was whether control in the debtor 
countries would end after a short period. 

The alternative to maintaining control of exchange was legal 
depreciation of the currency. But many debtor countries had 
passed through monetary crises only a few years before. Austria’s 
and Germany’s currency had collapsed completely in 1922, causing 
destruction of all savings and general economic havoc. Actually <he 
situation in 1931 was very different from that in 1922, when the 
greatest part of public expense had been covered by the printing 
press and money circulation was enormously inflated. In 1931 the 
budget deficits were not large, and circulation was normal. But 
people were extremely distrustful of monetary changes. The gov- 
ernments did not dare to take the risk; they feared the currency 
would once again become worthless. Fear and confusion caused 
by the bankruptcy of the banks prevented them from trying to 
overcome the difficulties by acknowledging the real rate of ex- 
change, which would have meant devaluation of the currency. Also 
they were afraid that their foreign debts, expressed in their own 
depreciated currency, would become a heavier burden on their 
budgets and that the foreign creditors might withdraw their credits 
still more rapidly. 

Thus control was maintained. But the reserves of the central 
banks were rapidly running low, so low that soon it was no longer 
possible to allot the foreign exchange necessary for imports. After 
a few months of control the Austrian national bank had to reduce 
the allotments to 5 percent of the preceding year’s imports. It was 
somewhat of a surprise that our businessmen were still able to im- 
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port the goods they needed, even though they did not receive for- 
eign exchange from the central bank. Apparently they acted in 
contradiction to the existing regulations. We had to let it pass. 

But such a situation could not last. We had somehow to ar- 
range our foreign trade under exchange control. And it was in 
these circumstances that I thought of the clearing device; as we 
shall see, I have no reason to be proud of this “invention.” Austria’s 
imports were always much larger than her exports. We could there- 
fore offer to other countries the choice of buying more from us or 
selling less to us. We proposed clearing agreements to our neigh- 
bors and concluded the first clearing with Switzerland in November 
1931. The procedure was that the Austrian importer of Swiss goods 
paid the price, in Austrian currency, into an account with the Aus- 
trian central bank, and out of this account the Austrian goods to 
Switzerland were paid for. The Swiss did the same. 


The System of Clearing 


For more than two hundred years international trade had been 
cleared by the money markets. But that was multilateral clearing, 
and the balances were settled by credits or by transferring gold. The 
new clearing was bilateral, and had to be balanced without trans- 
fer of gold. Its primary object was to make imports possible without 
using foreign exchange. 

The clearing scheme was adopted by Germany and many other 
debtor countries, extending also to countries that had no exchange 
control. France, for example, wished to prevent Germany from 
using for raw material purchases in other countries the francs ac- 
quired through German exports to France; these francs, in the 
opinion of France, should be used to buy French goods or to pay 
debts in France, and therefore she insisted on a clearing arrange- 
ment. The other free currency countries did the same. Only the 
United States did not resort to clearings, partly on principle and 
partly on account of her very active balance of trade. Different 
varieties of clearing agreements developed, and by 1939 about 170 
such agreements were in force for forty countries. But the League 
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of Nations calculated in 1937 that only 12 percent of the world’s ch 
trade was then transacted under clearing arrangements. wa 
Our experience with this new scheme was very unfavorable. bu 
Theoretically the procedure seemed to be quite simple; practically tic 
it was extremely complicated. First we had to agree with our tre 

clearing partner on the volume of trade that should be transacted 
between our two countries. We could base our decision only on rel 
the trade statistics of former years, but the volume had to be the fre 
same for the two partners. The effective volume never corresponded th: 
to the volume on which we had agreed: for one of the two countries th 
it was more, for the other less. The result was an uncleared balance. ab 
Imports had to be curtailed or exports increased. New negotiations tri 
therefore became necessary; they lasted for months and when they cel 
were finished new differences had arisen. fo: 
Our next problem was the rate of exchange between the clearing ar 
countries. That rate should have been in line with the relative de 
price levels developing in the two countries, which could be fore- Tl 
seen. We chose the official rate in some cases, in other cases a rate ow 
taking account roughly of the “real” value of the currencies. The wi 
country with an overvalued currency imported more and exported th 

less than expected, and the result was arrears. If we proposed to 
one of our partners that he devalue his currency, he felt offended bu 
and refused. re: 
We had to divide every total clearing volume into quotas for the wi 
different commodities. As a rule the quotas were based on the trade cle 
statistics of former years, modified for special reasons. But the ok 
quotas could not take account of future changes in demand and so 
supply. If the quotas proved to be too low consumers complained; cr 

if they were too high producers demanded their reduction. Many 
quotas were only partly utilized, while others proved insufficient. ge 
New negotiations became necessary, and their results were always qu 
too late. ke 
We then had to allocate the quotas among the individual com- th 
peting firms, and this too could be done only according to the at 
business transacted by the firms in former years. As business life ris 
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changes continually the distribution was already obsolete when it 
was made. New firms entered the trade, other firms reduced their 
business or disappeared. When we made the allocations more elas- 
tic we opened the door to favoritism and complaints of unjust 
treatment. 

The free currencies, obtained through our trade with free cur- 
rency countries, had to be allocated to different purposes—imports, 
freight, debt service—and among different firms. In determining 
this allocation we had to set up a list of priorities for imports, but 
there were many opportunities for misjudgment, and mistakes and 
abuses could not be avoided. The exporters to free currency coun- 
tries were obliged to deliver the proceeds of their exports to the 
central bank. They had good reasons, however, not to surrender 
foreign exchange if they could avoid it, for they received only the 
artificial low rate of exchange and had to bear the risk of further 
depreciation of the home currency. They found many devices. 
They invoiced lower than the real prices; sold at low prices to their 
own firms or branch offices in foreign countries; let credits stand 
with their foreign debtors. We tried to stop these expediencies, but 
the leakages continued. 

All these abnormal administrative complexities put a heavy 
burden on the government offices and on private business. And the 
results of the agreements were absolutely negative. While our trade 
with non-clearing countries increased considerably, our trade with 
clearing countries was stagnant and there were great arrears, which 
obliged our exporters to wait for their money many months and 
sometimes more than a year. The reserves of the central bank de- 
creased. 

We saw that we had made a big mistake and tried, successfully, to 
get out of it. The new president of the central bank, Dr. Kienbéck, 
quietly and cleverly eliminated exchange control. He paid the mar- 
ket rate for foreign currencies and acknowledged a devaluation of 
the Austrian currency amounting to about 21 percent. Immedi- 
ately confidence returned and the reserves of the bank began to 
tise. We abolished the clearings with free currency countries, and 
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were sorry that we had to maintain them with the controlling 
countries. 

Germany and other totalitarian countries regard exchange con- 
trol and clearings as a superior system of trade policy. There are 
many who believe that in Germany this policy was a success. 

From 1932 to 1938 Germany's imports increased from 4700 to 
5400 million marks; exports decreased from 5700 to 5300 million. 
It must be considered that 1932 was almost the lowest point of the 
crisis, and that world trade increased considerably in the following 
years. The League of Nations figures for trade in 1937, taking 1930 
as 100, were Germany 72, United States 97, Great Britain 101. And 
even these figures understate the relative decline of Germany’s 
trade. In the first place, they are based on the artificially maintained 
exchange rate of the mark; actually the mark was seriously, though 
very differentially, depreciated. And in addition, Germany traded 
with clearing countries at very high prices, which increased the 
statistical figures but not the real volume of trade. 

For her imports from the clearing countries Germany had to pay 
prices much higher than those of the ‘world market. These high 
prices were, in fact, the chief attraction presented to her clearing 
partners, who often, however, had to accept not really needed Ger- 
man goods instead of payment in cash, which could have been used 
where and how they liked. I remember that Germany paid more 
than 250 pengé for a ton of Hungarian wheat when the world price 
corresponded to 150 pengo. 

In regard to most commodities normal exports from Germany to 
free currency countries were not possible, because the overvalua- 
tion of the mark kept prices on too high a level. Price indices in 
1937, taking 1929 as 100, were for Germany 77, Great Britain 55, 
United States 49. But Germany needed free currencies badly, and 
therefore subsidized exports to these countries. At first frozen mark 

accounts held by foreign creditors in Germany were used to this 
end. But they were not sufficient, and thus direct subsidies were 
granted. The money was raised by compulsory levies on the turn- 
over of all German industries. The subsidies amounted to more 
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than 1 billion marks in 1937 and to 1.5 billion in 1938. A subsidy 
of 25 percent was normal, and frequently 40 or 50 percent or more 
was granted. At a time when the world price of cellulose was £7 a 
ton the German exporters received a subsidy of £10. 

The huge costs of the bureaucratic machinery, and the costs and 
the labor which the “paper war” put on the shoulders of private 
business, must be added to the high import prices and to the export 
subsidies. The German Minister Herr Frank declared in a speech 
that the German administration issued 40,000 export licenses daily, 
and that for every license 40 forms had to be filled out. The same 
was true for imports. The whole trade was entangled in a mesh of 
laws, ordinances, permits and licenses. 

It has been assumed that the power and the terrorism of Nazi 
despotism could make these methods of trade policy work efh- 
ciently. Indeed, jail and the death penalty threatened offenders. Yet 
large leakages occurred. In the clearing between Austria and Ger- 
many 30 to 40 percent of the proceeds disappeared every year. It 
may be that large sums were used secretly to buy foreign exchange 
and to finance Nazi political activities in Austria. The clearing that 
functioned best was that between Switzerland and Germany, but 
Switzerland, though she employed 200 officials to control her trade 
with Germany, could not prevent a situation in which 15, percent 
of the proceeds went astray. 

Much more important than the leakages are the mistakes and 
complications inherent in the application of these methods. In 
this respect the machinery of totalitarian governinents cannot claim 
superiority. The party members who became public employees 
were chosen not on account of their abilities and experience, but 
on account of their record as party members. A great number of 
new offices and of party functions were created, and administrative 
spheres were uncertain and overlapping. Fndless errors occurred, 
and administrative complexities were extreme, but these could not 
be criticized: everything had to be considered perfect. 

Ultimately it became evident that these methods of trade policy 
were economically undesirable. Dr. Schacht, the president of the 
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German Reichsbank, said so and declared that this policy should 
be abolished. In this, however, he was not successful. 

It has often been assumed that these methods involved great po- 
litical advantages for Germany. It is said, for example, that the con- 
trols of foreign trade enabled Nazi Germany to import the raw 
materials necessary for her armaments. But if Germany’s exports 
had risen rather than declined during the period in which world 
trade increased, Germany would have had no difficulty in import- 
ing all the raw materials she needed. The Nazis achieved their 
armaments in spite of, not because of, their trade policy. 

More valid is the belief that the clearing agreements increased 
Germany’s political power in certain groups of countries. Clearings 
did make it possible to divert trade to certain countries. Germany 
expanded her trade with the nations of southeastern Europe and 
South America, which were suffering under the agricultural crisis, 
and restricted her trade with the rest of the world, which was not 
ready to barter raw materials for German exports. 

From 1932 to 1937 the exports from southeastern Europe to 
Germany rose from 200 to 600 million marks. In 1937 Czechoslo- 
vakia exported 14 percent to Germany, Austria 15, Rumania 18, 
Jugoslavia 22, Hungary 24, Greece 31, Bulgaria 43, Turkey 51 per- 
cent. Germany’s economy is well adapted to trade with these coun- 
tries, but the Nazis used and abused this economic position in order 
to exercise political pressure. ‘They traded with the secret members 
of the Nazi party in these countries, while businessmen who were 
no friends of the Nazis were excluded from trade with Germany. 
Large sums that disappeared from the clearing accounts were used 
to feed Nazi organizations and newpsapers, and to corrupt men in 
official positions. Germany was ready to buy milk and timber from 
the Austrian border districts only under the condition that the 
Austrian government allowed Nazi agitation there to continue; 
as Chancellor Dollfuss did not give in, a tax of 1000 marks was im- 
posed on every German tourist traveling to Austria. Even before 
the occupation of Austria by the Nazis, Géring exercised strong 
pressure on the Austrian steel works to export iron ore to Germany 
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instead of steel, and at prices involving a loss; moreover, the Aus- 
trian government was to pay for the ore and receive as compensa- 
tion outmoded German anti-aircraft guns which our officers de- 
clared to be useless. 

As a result of such practices Germany’s clearing partners in these 
parts of Europe had a rather bad time under the agreements, in 
spite of the high prices paid by the German importers. They were 
aware that the Nazis tried to impair their political independence, 
but they needed the trade with Germany, even at the cost of Ger- 
many’s economic penetration. The political advantage that Ger- 
many derived from this process came to naught, however, because 
in the end the Nazis chose to occupy these countries by military 
force. And at that time the attitude of the different countries was 
not decided by their clearing agreements with Germany. Jugo- 
slavia and Greece are at war with Germany; Turkey is neutral; 
Hungary, Rumania and Bulgaria are allies of Germany, but cer- 
tainly not on account of their clearing agreements. 

The exports of Latin American countries to Germany rose by 
about 100 million dollars between 1933 and 1938, while the Latin 
American exports to the United States went up by more than 200 
million during that period. In 1938 Latin America exported 31.5 
percent to the United States, 16 percent to England and 10 percent 
to Germany, who made full political use of her smaller percentage, 
utilizing all the Nazi devices that are now so well known. Events 
have shown, Fowever, that the attitude of the American republics 
toward the war was not decided by their clearing treaties. Argen- 
tina’s exports did not correspond to the general pattern. In 1938 
only 8.5 percent went to the United States; 33 percent went to 
England and 10 percent to Germany. Since the outbreak of the 
war these figures have, of course, completely changed, but Argen- 
tina’s neutrality cannot be considered the effect of her clearing 
agreement with Germany. 

During the present war the Nazis are forcing their “allies” and 
the conquered countries to deliver raw materials and foodstuffs 
needed for their own people, and are forcing on them as payment 
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either paper marks or their own currency, printed by the Nazis. 
Their postwar plans are based on such “clearings” as a means of 
exploiting the conquered countries within the “New Order.” 


Attempts at Regional Solutions 


High tariffs, quotas, exchange control and clearings were conse- 
quences of the world crisis, and restricted international trade 
severely. But at the same time many countries were using other 
methods in an effort to raise their foreign trade to a higher level. 
They were attempting to establish closer economic relations 
among a group of countries—a policy that may be designated as 
“regionalism”—or they were trying to promote international trade 
and equality of trading opportunity in general. 

In the first period after the crisis—in 1931 and 1932—regional 
efforts followed one another as frequently as shooting stars in cer- 
tain years. The Ottawa convention, which established preferential 
tariffs between the distant parts of the British empire, had conse- 
quences that were far-reaching, concerning about 30 percent of 
world trade. The share of the British Commonwealth in England’s 
imports increased from 23 to 36 percent. ‘These preferences were 
generally recognized as exceptions to the most-favored-nation 
clause, though that clause does not, in general, allow preferential 
tariffs. 

Another regional expediency, also acknowledged as exempt from 
most-favored-nation claims, is the customs union. But an extensive 
political and economic unity is necessary to make a customs union 
possible. There must be a common foreign office and a common 
army, because it is not possible to have a common trade policy and 
different foreign policies, and a country will not enter a customs 
union if war with the other union members is not excluded as a 
possibility. Currency must be uniform, indirect taxes must be the 
same. The machinery must be built up for the construction of the 
common tariff and for trade negotiations. Thus the conditions for 
a customs union are rarely to be found, and if the indispensable po- 
litical and economic unity is dissolved the customs union breaks 
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down immediately. Preferential tariffs are much easier to achieve, 
and could serve in many cases to establish closer economic relations 
within a group of countries. But preferences are contrary to the 
most-favored-nation clause. 

In the autumn of 1930 the German Foreign Minister Curtius 
asked me to draft a customs union between Germany and Austria, 
declaring that it might be useful to have such an agreement ready 
in case the opportunity should arise. In January 1931 the German 
Under-Secretary of State Ritter came to Vienna to discuss the draft, 
which I had not made. In a few days, however, I finished a project 
which provided for Austria a very strong position and full parity 
within the customs union. Germany, of course, would have become 
predominant, but I tried to secure effective guarantees for us. ‘Two 
months later Curtius came to Vienna, said that Germany accepted 
our project, and proposed to sign it. The Austrian Chancellor En- 
der was very much surprised, and I declared that we should not 
throw such a bomb which would undoubtedly prove to be a boom- 
erang. Curtius regretted my “‘pessimism,” and stated that the Ger- 
man ambassadors in Paris, London and Rome were of the opinion 
that those governments would not protest against our customs 
union. I did not believe it, and insisted on a regular negotiation, 
primarily with the French Prime Minister Briand. Curtius agreed, 
but the next day the German newspapers announced that we had 
concluded a customs union. The Austrian government did not dare 
to protest. France accused us of impairing our independence, in vio- 
lation of the Peace Treaty and the Geneva Protocols. ‘The League 
of Nations submitted the French appeal to the International Court 
in The Hague, and the court decided against the union, in an eight 
to seven vote. The English member voted for the union, the 
French and the Italian members against it. The plan was aban- 
doned. In the meantime the Austrian and German banks had be- 
come bankrupt. 

Regional experiments with Italy and Hungary were more suc- 
cessful. The Italian government, which had watched with misgiv- 
ings the German push toward Austria, proposed that I make a new 
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plan in order to promote closer economic relations between Austria 
and Italy. It was ready to accept any scheme that would not be a 
customs union and would not offend against the most-favored- 
nation clause. I proposed that Austria should pay subsidies for her 
exports to Italy, and that the Italian customs duties be refunded by 
the amount of the subsidies; Italy was to do the same for Austria, 
and it was thought that Hungary and later Jugoslavia might be in- 
vited to participate in the plan. This was a new kind of treaty, 
fixing the amount of export subsidies. Neither country was to grant 
any reduction of its tariffs on the goods of the other country, but 
the exporting government would pay a subsidy to the exporters. In 
this way free trade could be established without the conclusion of 
a customs union. No claim could be made against such a procedure 
on the grounds of the most-favored-nation clause, and third coun- 
tries could not object to the subsidies or impose countervailing 
duties, because no subsidies were to be paid for exports to third 
countries. Mussolini accepted the plan, but the Italians found the 
scheme too simple and offered a complicated refinement which pro- 
vided export credit facilities instead of direct subsidies; in practice 
there was no difference between the two proposals. 

Thus in 1931 the governments of Austria, Hungary and Italy 
reached an agreement by which the total amount of the customs 
duties on certain goods, and a part of the duties on other goods, 
were refunded. The application of the scheme was not complicated, 
for the exporters knew exactly what subsidy they would receive. It 
worked well. Trade between the partners rose considerably and 
prices were favorable. 

But Hungary’s participation created a problem. The fall of 
wheat prices by 50 percent made it necessary for the Hungarian 
government to pay a subsidy of 40 peng6é (about $6) per ton for the 
two and a half million tons produced in Hungary. And even this 
subsidy, which was a heavy burden on the budget, could not raise 
wheat prices to a remunerative level. World prices were about 100 
peng6 per ton while 170 pengé were considered in Hungary a toler- 
able price. I advised my Hungarian colleagues to pay no subsidies 
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for wheat consigned to Hungary’s home market, but to arrange 
with Italy, Austria and, if possible, with other countries that they 
buy the Hungarian surplus, averaging half a million tons, at higher 
prices. The prices in the home market would then automatically 
rise to the level of the export prices. This plan was carried out suc- 
cessfully. 

Though our tripartite pact was in line with political motives 
and encountered no difficulty from most-favored-nation claims, its 
full development was hampered by the protectionism of the partici- 
pating countries. Austria restricted imports of Hungarian cattle to 
a small quota. Hungary limited the subsidies that Austria was al- 
lowed to pay for her exports, in order to protect Hungarian indus- 
tries. Austria did not open her market to Italian cotton goods. Italy 
permitted total refunding for Austrian timber, cellulose and steel, 
which Italy needed, but was less liberal in regard to other Austrian 
industries. We might have surmounted these difficulties if the 
political situation had remained favorable; but it changed and in 
1938 the occupation of Austria by the Nazis put an end to the 
experiment. 

The efforts of the League of Nations and of the various interna- 
tional conventions were less specifically regional in character, but 
some of them utilized devices of regional policy. 

The League had no positive task in the field of trade policy. To 
watch over fair treatment of trade was too vague a job, and the 
League had no power to perform it. But it did try to promote freer 
trade, an aim in line with its general policy. The instrument was 
the Economic Committee, consisting of about a dozen men, most 
of them heads of the departments for trade negotiations in their 
different countries. Their meetings and personal relations had 
some influence on trade policy, not only in their own countries but 
also in general. The Committee made excellent reports, and the 
office of the League published very valuable statistics and papers. 

International conventions could be achieved only by conferences 
to which all members of the League and sometimes also non-mem- 
bers were invited. Some minor conventions were concluded, regard- 
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ing, for example, the formalities in the payment of customs duties, 
but it was found that world conferences cannot work in the field 
of trade policy. A large conference, assembled at Geneva in 1927 
to promote international trade, had no results even though it was 
very well prepared and managed by the League’s offices. 

In 1932, after the eastern European countries, all of them suffer- 
ing under the agricultural crisis, had appealed for some kind of 
action, the League called a conference of eighteen European 
nations to Stresa. This conference recommended exceptions to 
the most-favored-nation clause in favor of the eastern countries, 
and proposed that preferences for agricultural products be granted 
to them by the industrial countries of Europe. Austria needed pref- 
erences also for her industrial exports, and, with some difficulty, I 
obtained a cautiously worded recommendation. On this basis pref- 
erences for a number of industrial commodities were accorded to 
Austria by Poland and Czechoslovakia, and a preference for Aus- 
trian timber was granted by France. Austria granted preferential 
tariffs for wheat to Hungary and Jugoslavia; France for corn to 
Rumania and Jugoslavia. Later Czechoslovakia made use of the 
Stresa recommendation also in regard to Rumania’s and Jugo- 
slavia’s agricultural products. 

But the Stresa preferences were onesided, and there were many 
frictions. Germany protested against the preferences accorded to 
Austria by Czechoslovakia; these, however, were maintained. 
Sweden protested against the preferential tariffs granted by Poland 
to Austrian electrical machinery; we dropped them. The American 
ambassador asked me if we would apply our preferential duty to 
American wheat, and I was able to say yes because I knew that we 
did not import wheat from the United States. The English govern- 
ment recognized the preferences that Austria received, but refused 
to grant any preferences. I tried to convince Mr. Runciman, Secre- 
tary of the Board of Trade, that England could do so without any 
serious risk. He promised to consult his government, and then told 
me the cabinet was of the opinion that Parliament would vote down 
such preferences unanimously. The French forest interests pro- 
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tested violently against the preference for Austrian timber; we 
continued to enjoy it for some years, and then, though it was not 
withdrawn, it was made ineffective by various regulations. ‘The 
French government agreed to preferences for some of our indus- 
trial commodities, but did not dare to bring them before the parlia- 
ment; it did, however, allow me to fix quotas for Austrian exports 
to France, assuming that I would make only a “reasonable” use of 
this prerogative. 

The Stresa conference, in short, had some effects, but they were 
limited by the most-favored-nation clause and by protectionism. 
All Stresa preferences were confined to quotas, and the tariff re- 
ductions were insufficient in many cases. 

Belgium and Holland concluded the treaty of Ouchy in 1932. 
This treaty provided preferential tariffs between the two countries, 
not by increasing tariffs against third states, but by reducing them 
between the partners. Great Britain and Germany protested, claim- 
ing most-favored-nation violation, and the plan had to be aban- 
doned. The same fate befell the Oslo conventions aiming at closer 
relations among the Scandinavian and Baltic states, Belgium and 
Holland. Great Britain and Germany, the most important markets 
of these countries, did not recognize their conventions as excep- 
tions to the most-favored-nation clause. 

It has often been declared that the London Conference of 1933 
was wrecked by the departure of the United States delegates and 
the unexpected devaluation of the dollar. I worked on various of 
its committees and am convinced that in any case nothing would 
have come of that conference. Proposals to conclude an interna- 
tional customs truce were unanimously rejected, all delegations 
declaring that tariffs could be fixed only in bilateral agreements. 
The same fate befell a veterinary convention, desired by the ex- 
porters of animal products but opposed by the importing countries. 
A policy of furthering a rise in agricultural prices found more sup- 
port, but the result was only a cautious resolution. The subcommit- 
tees of the Conference tried to find minor points of agreement or 
special recommendations in order to save face. There were plans 
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to stabilize the exchange rates, and these discussions were indeed 
stopped by the devaluation of the dollar, but in any case an agree- 
ment would have been short-lived, because the devaluation of 
the gold bloc currencies was bound to happen soon. 

Regional tendencies have become manifest also in the western 
hemisphere, but so far their results are not clear. Plans of this kind 
are limited to the La Plata states, which in February 1941 signed 
nine regional conventions and seventeen resolutions. These in- 
clude a convention by which Argentina, Brazil and Uruguay bind 
themselves not to seek under the most-favored-nation clause any 
special concession granted by one of them to Bolivia and Paraguay; 
a convention setting up permanent regional headquarters in 
Buenos Aires to direct regional economic relations; a recommenda- 
tion that the River Plata countries study the possibility of organiz- 
ing a regional customs union. The practical results of these pacts 
cannot yet be foreseen. 

Regional schemes of trade policy concerning the entire western 
hemisphere, including the United States, have not been evolved. 
The idea of an American customs union was rejected by the Inter- 
American Conference in 1889, and this attitude has never changed 
since. Indeed, an American customs union would not seem to have 
any chance, because the United States is committed to protection 
of its agriculture and the Latin American republics are not ready 
to enter a political and economic union, being convinced that such 
a union would imply the hegemony of the United States. As to 
preferential tariffs and other regional methods, Latin American 
countries proposed such tariffs at the conference in Rio de Janeiro 
in 1942, but the delegates of the United States did not agree. In 
this country discussion of American economic relations concen- 
trates on linked currencies, credits, subsidies, schemes to dispose 
of export surpluses and other methods of cooperation. This empha- 
sis is in line with the trade policy of the United States, which is 
opposed to preferential tariffs and other regional expediencies. 

The various efforts at regional agreements can be said—at least 
as far as Europe is concerned—to have been caught in a vicious 
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cycle. One of the important reasons for their development was the 
lack of equal opportunity for trade, but the greatest obstacle to 
their success was an embodiment of the very principle of equal 
opportunity—the most-favored-nation clause. By its weakness this 
clause helped to initiate the regional experiments, and by its 
strength it caused their ineffectiveness. 

The most-favored-nation clause was born in the free trade period, 
and at that time it served to generalize the increasing concessions 
made in tariff treaties. With the growth of protectionism both trade 
treaties and the clause lost much of their substance. Many devices 
were practiced to avoid the application of the clause—extreme spe- 
cialization of tariffs, veterinary regulations and so on—but until 
the crisis of the early 1930’s these were still exceptional procedures. 
Then there developed such practices as quotas, exchange-control 
clearings and export subsidies, which are in direct opposition to 
the most-favored-nation principle: it cannot be applied to these 
new restrictions, or to the discretionary measures which are as many 
methods of discrimination. 

Thus practice became far removed from the principle of equal 
opportunity. Nevertheless, the nations did not establish clear ex- 
ceptions to the clause, a procedure which might have helped to 
avoid that situation of far-from-desirable trade practices and to 
save the principle and its wide application. The result of this con- 
tradictory development was, as we have seen, great confusion in 
trade relations and an undermining of that equality of trading 
conditions which is still of supreme importance for the develop- 
ment of world trade. There is no other principle by which trade 
relations can be organized among many countries, without enter- 
ing into endless and probably self-defeating details. 

The United States trade agreement program of 1934 aimed at 
“building a multilateral system of world trade based upon equality 
of trade opportunity.” The government refused to grant prefer- 
ences or to accept them. In the Atlantic Charter the President and 
Prime Minister Churchill confirmed that program, “with due 
respect for existing obligations,” evidently reserving England’s 
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obligations under the Ottawa conventions. The economic pact 
concluded with Britain in February 1942, however, makes no more 
mention of that reservation, and proclaims “the elimination of 
all forms of discriminatory treatment in international commerce, 
and the reduction of tariffs and other trade barriers.” 

It will take more than words to bring about such a change-over. 
This government has concluded more than twenty trade agree- 
ments, granting many tariff concessions, but the tariff on which 
these agreements are based is extremely high. It cannot now be said 
whether this country will adapt its policy to its role as the greatest 
creditor country, by making tariff concessions that would result 
in import surpluses. But a policy of freer trade can be expected to 
have good chances after the war, because all kinds of goods will be 
urgently needed everywhere, and many trade restrictions will not 
survive. Since no country will obtain foreign credits if it makes 
the payment of debts dependent on licenses, exchange control will 
be abolished. Thus the United States will be in a position to wield 
great influence on the world’s future trade policy, but if this oppor- 
tunity is not put to account in the first years after the war, it will 


soon disappear. 
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INDUSTRIAL CONCENTRATION 
VERSUS SMALL BUSINESS’ 


The Trend of Nazi Policy 


BY HERBERT BLOCK 


Since the spring of 1942 German production has been systemati- 
cally concentrated in the most efficient plants, mainly because of a 
shortage of manpower. At the same time the number of models of 
any one commodity manufactured has been drastically reduced by 
government order. Each company is limited to a few models, or 
even to one, which it must produce in large numbers. Smaller con- 
cerns, unable to introduce mass production, have to a considerable 
extent been closed down. 

As we shall see, these developments are but the climax of a trend 
that became visible after the National Socialist party took power 
in Germany. Even in the years preceding the war there occurred, in 
the words of Reichsbank Director Brinkmann, “additional aggran- 
dizement of the big, and a dying-out or retirement of small and 
middle-size independent units.” Production and sales of large 
companies increased at the expense of the small and middle-size, 
both relatively and absolutely. 

One may assume a simultaneous increase in the productive role 
of large plants as well, but plant concentration has been slighter 
than company concentration, for reasons of strategy and the tech- 
nique of air-raid defense. Giant plants are more open to attack by 
planes than are smaller ones and, when located in border areas, are 
subject as well to the danger of invasion. Consequently large con- 
cerns have been induced te construct small branch plants in strate- 


gically favorable areas, especially in rural communities. ‘Thus one 
* This article has been prepared in connection with the Graduate Faculty Research 
Project on “Social and Economic Controls in Germany and Russia.” 

? Rudolf Brinkmann, Staat und Wirtschaft (Stuttgart-Berlin 1938) p. 23. 
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electrical machinery and appliance concern has founded in little 
Thuringian towns a series of factories which, in comparison with 
its huge Berlin plant, are small or at most of medium size. When 
the artificial wool industry was set up in 1935-36, production was 
apportioned among four factories located in small towns remote 
from the western border, in Thuringia, Saxony, Silesia and Bavaria. 

The process of concentration that took place during the decade 
1933-42 cannot be satisfactorily studied from available statistics. 
Plant statistics gathered for 1939 have thus far not been published. 
A few data are available, however, that afford at least a point of 
departure. 

The following figures represent the number of gainfully em- 
ployed persons, including dependents having no full-time employ- 
ment, in territory that was in German hands on January 1, 1938.’ 


Total Independent or Self-Employed 


Number Number % of Total 
1907 51,102,000 13,760,000 26.9% 
1925 57,436,000 12,027,000 20.9 


1933 57,082,000 11,274,000 19.8 
1939 59,286,000 9,612,000 16.2 
They show that in six years of National Socialist rule the number 
of independents, reckoned along with dependents having no full- 
time employment, declined by nearly 1,700,000, or 15 percent. 
The average annual decline from 1933 to 1939 was approximately 
three times that of the preceding twenty-six years. Even official 
comment admits that “the decline since 1933 has been markedly 
greater than previously.”* These figures include independent 
farmers; and since the latter declined less than the other indepen- 
dents the decrease in independents must have been concentrated in 
industry and commerce. 
Plant statistics that throw light on the phenomenon of concen- 
tration are available only for handicraft shops. From 1931 to the 


*“Die standige Bevélkerung nach Wirtschaftsabteilungen und nach der sozialen 
Stellung,” in Wirtschaft und Statistik, no. 16 (1940) . 
* Ibid. 
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census of April 1, 1936, the number of such shops increased some- 
what, rising from 1,420,000 to 1,653,000. But the Estate of German 
Handicrafts calls attention to the fact that a considerable portion 
of the increase is only apparent: before the founding of the com- 
pulsory National Socialist handicrafts organization, many small 
shops had not registered with the government, and consequently 
were not counted in the earlier census.’ Statistics since 1936 are 
reliable, in spite of the fact that their comparability is somewhat 
limited by occasional changes in the adherence of particular craft 
groups to the Estate of German Handicrafts. ‘They show that 47,000 
handicraft firms were dissolved in 1936-37; 57,000 in 1937-38; 
78,000 in 1938-39. Thus the number of such firms declined by 
almost 12 percent in the three years preceding the outbreak of the 


war.° 


Unfortunately corporation statistics cannot be used for our pur- 
pose, for they mainly reflect—aside from business cycle influences— 
the 1934 changes in corporation law.’ 

Despite the absence of statistical data, sources are available from 
which dominant trends may be studied. On the one hand, there 
are many business reports of companies or entire industrial groups. 
And on the other hand, a good deal is known of official general 
economic policy, which, especially since the outbreak of the war, 
has favored concentration, now deliberately, now unintentionally 
but unavoidably. Such indirect evidence of growing concentration 
is sufficiently rich and varied to justify significant conclusions. 


Concentration as a Deliberate Policy 


Hitlerism arose as a sort of middle-class movement. A considerable 
portion of its program was tailored to the psychology of small busi- 
nessmen and white collar workers. But the numerous promises 
made during the years preceding the seizure of power have been 


° Jahrbuch des deutschen Handwerks, 1935 (Berlin 1936) p. 132. 
*See Herbert Block, “Subcontracting in German Defense Industries,” in Social 


Research, vol. g (February 1942) p. 4. 
"See “Die Aktiengesellschaften im Jahre 1939,” in Wirtschaft und Statistik, no. 21 


(1940) . 
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broken. National Socialism in power has favored large corpora- 
tions and has restricted the “‘living space”’ of the small businessman. 
Aside from occasional relief measures in times of dire emergency, 
whatever the authorities have done for small business has been 
motivated not by a middle-class policy but by military needs. There 
is no systematic middle-class policy in Nazi Germany. 

The reasons for the preference for large companies are chiefly 
those of war economy. Large concerns are better suited, are per- 
haps the only ones suited, to fulfil armament contracts for mass 
production (for example, rifles) or massive production (for ex- 
ample, battleships), or to supply the population with uniform, 
simple and cheap commodities. In detail, large concerns are pre- 
ferred by the government on the following grounds: administra- 
tion (it is easier for the authorities to deal with a number of large 
companies than with innumerable small ones, and this applies both 
to the letting of contracts and to the apportioning of raw materials 
and manpower); raw materials (in general, raw materials are saved 
by large-scale operations, and large plants can more easily utilize 
ersatz materials); manpower (large-scale enterprises, in general, 
consume less manpower); transportation (by means of concentra- 
tion of production, the transportation load is in certain circum- 
stances diminished); prices (large enterprises are able to cut prices 
to the government and to the individual consumer). 

Such considerations have impelled the National Socialist regime 
to a series of measures which may be summarized under four head- 
ings. 

1. The purge of handicrafts. Handicrafts have come to be re- 
garded as of value chiefly as a reserve of skilled labor, and under 
the pretext of eliminating the untrained and stopping unhealthy 
competition they have been “combed out.” It is true that some 
fields were overcrowded and that some craftsmen had inadequate 
training and experience, but the fact remains that the purge has 
been excessive. An official construction industry report of 1938 
states: ““We certainly welcome the disappearance of firms whose 
owners are inefficient, but it is remarkable that economically sound 
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firms, managed by efficient craftsmen, have been liquidated.”* The 
truth is that the purge was designed not for the handicrafts’ sake, 
but in order to supply labor to large companies. 

The first step in the process of combing out the handicrafts was 
a requirement of proof of full professional qualification (Grosser 
Befahigungsnachweis),a requirement ironically enough introduced 
at the request of the artisans themselves (Third Artisan Decree of 
January 18, 1935). Artisans who had not passed their master’s ex- 
amination were given the alternatives of doing so by 1939 or closing 
their shops; those not passed by the examiners were to become in- 
dustrial workers. The Estate of German Handicrafts “had early. 
urged underemployed artisans to turn to a more useful and profit- 
able job,”* that is, to go into industry. 

As for journeymen, the construction industry report declares that 
“in numerous cases artisan shops were stripped of skilled workers, 
with the result that they had to close.” According to the National 
Bureau for Placement and Unemployment Insurance 125,000 craft 
journeymen became skilled workers in large industrial plants each 
year during the middle 1930’s. 

A decree of February 22, 1939, “for carrying out the four-year 
plan in handicrafts,” provided for wholesale liquidation of work- 
shops; and one of March 16, 1939, “for eliminating overcrowding 
in the retail trade,” did the same for shopkeeping. Der deutsche 
Volkswirt clearly stated the aim of the two decrees: “In the next 
months the same phenomenon will manifest itself in retail trade 
and handicrafts. Independents who, for personal or technical rea- 
sons, are not fully utilized, will become employed workers. . . . ‘The 
criterion will be capacity to work in industry.”” War made it un- 
necessary to carry out this new decimation of handicrafts and retail 
trade. Conscription and compulsory service caused the closing of 
numerous firms without application of these two decrees.” 


“Der deutsche Volkswirt, March 10, 1939, p. 1113. 

* Der deutsche Volkswirt, August 4, 1939, P- 2175. 

® Ibid. 

“In the spring of 1943 a strong effort was made to mobilize the last reserves left 
in handicraft and retail trade. The Reich Minister of Economic Affairs announced 
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The decree of 1939 on retail trade had been preceded by an order 
of December 14, 1937, “for carrying out the four-year plan in re- 
gard to restrictions on peddling,” which had the same general aim.” 

2. Systematic concentration in selected branches of industry. 
The original mobilization blueprint provided that both in arma- 
ment and in civilian industries “production should be concen- 
trated in the smallest possible number of firms; these should, of 
course, run at full capacity, while other plants, in the interest of 
saving manpower, electric power, etc., should all or almost all come 
to a temporary halt.””* The government was able to give up such 
far-reaching plans, however, when against all expectations the 
army's requirements of men and material remained relatively 
modest down to the spring of 1941. Only in certain branches of 
industry was there a systematic shutdown of plants on any sizable 
scale. 

One of these branches was the soap industry. Its difficulties were 
primarily due to lack of fats. Even before the war, fats were allo- 
cated within the soap industry, and soon after the outbreak of war 
compulsory economy was sharply intensified. All trademarked 
soaps were banned and replaced by a uniform article. 

* Reichsanzeiger, September 15, 1937. For details see Herbert Block, ““Man-Power 
Allocation in Germany,” in Harvard Business Review (Winter 1943) . 

* Wolfgang Holtz, “Auftrags- und Rohstofflenkung im Kriege,” in Der deutsche 
Volkswirt, December 15, 1939, p. 303. The author is a chief consultant in the Ministry 
of Economic Affairs, and apparently participated in the “years-long preparations” of 
the mobilization plans. 

* The uniform soap is made of fatty acids and refuse fats, with kaolin as filler. Every 
piece bears the initials R.I.F. (Reichsstelle fiir industrielle Fettversorgung) , and a 
number. If a consumer is dissatisfied with the soap, and happens to have been fore- 
sighted enough to have noted the number on his bar before it washed off, he may 
complain to the Reichsstelle. Through the number this government bureau may 


reach the responsible soap factory. Complaints, however, are considered only when 
there is a question of injury to health. 





in February that 100,000 to 120,000 additional retail shops would be closed within a 
few weeks so that the shopkeepers could be sent to the front or to war industry. 
Out of 833,000 retail shops 10 percent had already been closed at that time, accord- 
ing to a release from the United States Office of War Information on March 18, 1943: 
The arts and crafts professions and small industrial plants not engaged in war work 
have also been compelled to release their labor for the civilian draft. 
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At the same time production was concentrated. “In order to 
assure the most efficient utilization of plant, it has been found nec- 
essary to deny raw materials to a number of small producing units, 
and thus, in effect, to close them. As a result of the Reichsstelle’s 
Order 19 of September 15, 1939, these units lost their production 
licenses.” * They were permitted, however, to continue to sell soap 
to their regular customers. The authorities issued them purchase 
licenses, on the basis of which the plants still in production were 
obliged to sell them stock. In order to aid the affected companies 
to make the transition to an activity which was simply wholesale 
trading, they were given for a long period an 8 percent rebate on 
their purchases. This rebate was covered out of a fund set up by the 
Reichsstelle and financed by contributions of the factories that 
continued in production. 

The Soap Industry Federation supervised the supplying of the 
closed plants, through compensation bureaus set up in its regional 
offices. Plants continuing in production were required to inform 
the compensation bureaus of the extent to which closed plants 
were making use of the stocks reserved for them. These reports 
enabled the compensation bureaus to strive for an interregional 
adjustment of supply, by means of which unnecessary shipping 
could be avoided. In order to restrict transportation, consideration 
was given in the first months of the war to the idea of assigning 
compulsory trade areas to plants continuing in production. But at 
that time the plan fell through because producers of well-adver- 
tised brands wished to preserve for postwar times their sales organi- 
zation and their business connections scattered throughout the 
Reich. Since the summer of 1942 the whole German economy has 
been in process of organization on the principle that every firm 
shall buy and sell to nearby firms in order to save transportation. 

Such an apportionment of the market among plants continuing 
in production was ordered in the margarine industry, however, as 
early as the first year of the war. Here there were few established 
rights of individual companies to be considered, because practically 


* Der deutsche Volkswirt, November 24, 1939, p. 295. 
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all the larger German margarine concerns are controlled by the 
Anglo-Dutch Unilever trust. German plants independent of this 
trust, with few exceptions, are small or at best of middle size. 

The margarine industry uses a great deal of whale oil and tropi- 
cal vegetable fats. Imports were difficult even before the war, as a 
result of the lack of foreign exchange; the blockade made them 
impossible. Concentration therefore had to be radical. At the be- 
ginning of July 1940 all the 181 margarine factories were closed; 
only 31 were allowed to reopen three months later. Almost all small 
plants were definitively closed. The closed enterprises, however, 
received compensation from plants still in production. For this 
purpose the latter were required to pay into a fund a fixed sum per 
ton of margarine delivered, and these contributions enabled closed 
firms to pay interest and rent and to protect their plants from decay. 

Moreover, the entire Reich was divided into seven supply areas, 
and each margarine factory was required to limit deliveries to one 
assigned area. The majority of the piants are situated in the lower 
Rhineland and the vicinity of Hamburg, and therefore the com- 
panies that supply the south and east must meet high freight 
charges. A sliding scale of prices for the various regions was not con- 
sidered, but freight charges were equalized as between factories 
facing long hauls and factories facing short ones. Thus there are 
two distinct compensation funds in this industry. According to ofhi- 
cial figures the freight cost for shipping margarine from the factory 
to the wholesale dealer was cut in half between 1936 and 1941, as 
a result of planned distribution. 

The shoe industry is another example of government concentra- 
tion of plant. The Reichsstelle for leather drew up a war produc- 
tion plan at the end of 1939, assigning to each plant a definite pro- 
duction task. ‘Stricter concentration in a limited number of plants 
was, of course, inevitable. The distribution of contracts was per- 
haps narrower than might have been desirable from a social view- 
point, but optimum achievement seemed possible only in this 


9716 


way. 


* Otto Suhr, “Die Schuhversorgung im Kriege,” in Die Wirtschaftskurve,no.4 (1949) - 
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In the above-named industries concentration of production was 
brought about through official action, but in others the authorities 
left the process to the cartels or similar organizations. In the fur 
dressing industry there was founded a so-called “mutual action” 
association (Gemeinschaftswerk), a novel compulsory organization 
with broad powers over member companies. Contracts obtained by 
individual fur dressers are turned over to the “mutual action” as- 
sociation, which redistributes them to the concerns with the great- 
est productive capacity, not on the basis of a fixed quota but accord- 
ing to the directors’ judgment. The “mutual action” association 
also supplies materials to member firms. Concerns with small pro- 
ductive capacity have been closed, and receive compensation at 
the expense of those continuing in production. The fur garment 
industry does not participate in this set-up, inasmuch as it does not 
use materials susceptible of substitution. 

These and similar organizations should not be confused with 
the so-called “rationalization cartels,” which have been founded, 
for example, in the razor blade and scythe industries. While these 
also organize the closing of plants, they do so not because of the 
necessities of conversion to a war economy but because of a desire to 
wipe out a long-prevailing overexpansion of productive apparatus. 
Plant closing in this case therefore entails liquidation, while closing 
based on considerations of war economy is thought of, as a rule, as 
a transitional measure, with the closed plants protected from liqui- 
dation by contributions from public funds.” Closing for reasons of 
war economy may lead, of course, to permanent concentration, be- 
cause the closed concerns may be bought out by those still in pro- 
duction, or may no longer be in a position, after the war, to reinte- 
grate themselves successfully in economic life. 

3. Concentration through progressive “combing out.” Aside 
from certain branches of industry in which the authorities or asso- 


“Since the establishment of the Mutual Economic Aid (Gemeinschaftshilfe der 
Wirtschaft) the fund for subventions has had a very broad basis; as a rule, compen- 
sation takes place not between single branches of industry but within entire economic 
groups (industry, handicrafts, trade, agriculture and the like), and the law even 
provides for the possibility of compensation between separate economic groups. 
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Cciations systematically induced closings, concentration has taken 
place also through a slow process that was under way before the 
war. In those branches of industry having to do with armament— 
especially the metal trades—state contracts could most advantage- 
ously be given to large plants (though this did not prevent the 
growth of middle-size factories into large ones though increasing 
deliveries to the armed forces, especially in the fields of aviation 
and aviation parts). Middle-size and small concerns, if they could 
not obtain direct war contracts, accepted subcontracts, but the 
longer the war continued the more “the principle of distribution 
of contracts gave way to the principle of the maximum possible pro- 
ductivity”; thus in arms production there occurred, even before 
the outbreak of the war with Russia, an “increasing measure of 
concentration within the plants capable of the greatest produc- 
tion.” In the course of this development middle-size and small 
concerns were shut down, their staffs and, even more, their ma- 
chines and tools being turned over to large plants. Handicraft firms 
were often swallowed whole—that is, foremen, skilled workers and 
apprentices, along with their tools, were‘absorbed into a big plant.” 
In the civilian goods industries concentration assumed other 
forms. The size of this field declined steadily, as many firms con- 
verted to war supplies, and here, too, marginal plants, especially 
those of small and middle-size firms, were shut by order of public 
authority. Until 1942, however, the authorities were, in general, 
content to take away from the plants all workers who could in any 
way be used in arms production; the sequestration of machinery 
played a more limited role in consumer goods industries than in the 
capital goods industries.” After this combing out of manpower it 
was left to the owners to decide whether they wanted to carry on 
with the remnants of their staffs and a sharply diminished ration of 
raw materials. The overwhelming majority decided to continue, 


* Erich Welter, "Minister Todt an der Arbeit,” in Frankfurter Zeitung, June 15, 1941. 

See Herbert Block, “Subcontracting in German Defense Industries” (cited 
above) p. 12. 

” On methods of combing out factories see Herbert Block, “Manpower Control in 
Germany,” in Monthly Labor Review, vol. 56, no. 1 (January 1943) . 
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often at the price of financial sacrifices. Naturally, the more strictly 
rationalized companies—and in practice this meant the larger ones 
—were in a better position to work with a limited crew, particularly 
as the authorities were inclined to take care of the labor and raw 
material requirements of firms with considerable productive 
capacity. Thus there ensued in consumer goods industries a con- 
centration trend apparently characterized less by a decline in the 
number of concerns than by a shift of production to large concerns. 
4. Nationwide concentration in 1942. In the winter of 1941-42 
the Nazis realized that the blitzkrieg had ended. In order to win 
“the fight against Roosevelt’s and Stalin’s mass production,” as 
one German newspaper put it, the government returned to the 
basic ideas of the original mobilization plan. The goal was to meet 
essential requirements of the civilian population with a minimum 
of labor, and to increase armament production, despite a growing 
proportion of relatively inefficient workers (aged, women, foreign- 
ers). The means to this end have been rationalization and, above 
all, concentration of both business and the economic administra- 
tion. The principles of this drastic reorganization, in so far as they 
are of interest in this connection, may be summarized as follows. 
Armament industries, as well as an increasing portion of civilian 
economy, have been organized in associations of the “mutual ac- 
tion” type, mentioned above. These are economic self-administra- 
tion bodies. Their managing boards, consisting of businessmen, 
know the problems of their industries better than government 
agencies, and are generally less bureaucratic. The managers are 
appointed by the government, however, and their authority is as 
great as that of government officials. In principle, they need pay no 
attention to the wishes of individual member firms, which may 
Oppose measures adopted in the interest of economic warfare. 
These organizations, which integrate entire groups of industry, 
are in effect something like state-managed trusts. Their manage- 
ment distributes orders as well as labor and materials, or closes 
plants which for technical, transportation or other reasons fail to 
meet requirements, directing their workers and machines to other 
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factories. The member firms are told which types of goods they 
shall produce; in armament industries the groups, not individual 
enterprises, develop new models. No consideration is given to 
patents, licenses or trade secrets. Pricing has long since been taken 
out of the hands of entrepreneurs. With a view to saving transpor- 
tation, business relations are being rationalized, and thus the en- 
trepreneur can be compelled to give up long-established connec- 
tions. Entrepreneurs, with the exception of the few on the board 
of an association, have in reality been reduced to plant managers. 
It is highly significant that the organizations in the armament in- 
dustries—the so-called General and Special Committees—are man- 
aged exclusively by technicians and engineers, entrepreneurs being 
admitted to the boards only in so far as they happen to be techni- 
cians.” 

Standardization of production has been intensified throughout 
the German economy, but in civilian goods branches efforts have 
found a much wider field than in armament production, which for 
obvious reasons has always been restricted to a limited number of 
models. The standardization of civilian goods started even before 
the war, and has been steadily increased; since 1942, for many 
articles, only one or two models have been permitted. At the same 
time, the production program of each factory has been reduced to 
a small number of models, or even to a single model, to be manu- 
factured in large numbers. Aside from its other advantages, as for 
example in cost, this development makes for a saving in labor, es- 
pecially skilled labor. As was pointed out above, small plants are 
not able to convert to mass production, and therefore production 
is concentrated in the large ones. Moreover, the cut in models 
creates a tendency toward the combination of firms having identi- 
cal or similar programs of production, first perhaps only for ex- 
change of experience, but also with a view to eventual closer co- 
operation and even merger. Thus the present set-up promotes a 


™On the important part played by engineers in Russian administration see S. M. 
Schwarz, “Heads of Russian Factories—A Sociological Study,” in Social Research, vol. 
g (September 1942) especially pp. 327-28. 




















INDUSTRIAL CONCENTRATION 187 
concentration that will reach far beyond the period of war organi- 
zation. 

Not directly connected with the specific government measures 
for increasing concentration, but not irrelevant either, is the fact 
that in National Socialist Germany the leaders of state and party 
have been constructing large enterprises of their own. Hitler is the 
sole, or at any rate the majority, owner of the Eher publishing con- 
cern directed by his friend, Max Amann; today this firm controls 
the larger portion of the German publishing business, a branch of 
industry formerly composed of numerous establishments of the 
most varied sizes. The Hermann Goring works is a veritable octo- 
pus.” Within the structure of the German Labor Front, Ley has set 
up a gigantic network.” Sauckel has constructed out of expropri- 
ated Jewish enterprises the so-called Wilhelm Gusiloff Founda- 
tion, a large machine tool concern. 

In the construction of these firms general political motives have 
been important. The expansion of the Eher publishing venture 
was based on political propaganda needs, the Géring works were 
called into being by war economy factors, the Labor Front pursued 
social objectives, and so on. But such motives alone are not enough 
to explain the founding of the party leaders’ concerns. Personal 
motives have played an important role, and first among them has 
been the yearning for wealth. The party leaders, of course, have 
had many roads to riches, but it is a fact that quite a number of 
them have selected participation in industrial life. It goes without 
saying that the German public is not informed of the extent to 


*See Kurt Lachmann, “The Hermann Goring Works,” in Social Research, vol. 8 
(February 1941) pp. 24-40, and vol. g (September 1942) pp. 396-401. 

*It includes the Bank der deutschen Arbeit which, with 34 branch offices and 
473,400,000 marks in deposits at the end of 1938, was at that time the fourth largest 
bank in Germany; an insurance set-up which is one of the biggest in Germany, its 
life insurance companies writing about 10 percent of all outstanding German policies; 
large real estate and building construction firms, the Volkswagen works and other 
industriai enterprises; several publishing firms, among them the huge Verlag der 
deutschen Arbe‘tsfront; grocery chains; theaters; a hotel concern; and many other 
enterprises. See the official report cited in Der deutsche Volkswirt, August 11, 1939, 
Pp. 2244-45. The consumers’ cooperatives are also under control of the Labor Front; 


see below, footnote 42. 
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which its leaders have become owners or beneficiaries of enter- tion 
prises, or of the extent of their incomes as shareholders, founders tom 
or members of the management. Lachmann states, for example, com 
that the Goring works were founded partly in order to wipe out chai 
Goring’s heavy personal debt load.* And other motives have also cen 
been at work in this trend. A party leader can bind his personal con 
supporters by providing them with posts in his business enterprise. In | 
One must also take into account the expansionist psychology of the liqu 
party leaders, as demonstrated by Goéring’s expressed aim of making firn 
his “the greatest industrial enterprise in the world.”” 2 
Eu 
Concentration as a By-Product of Other Policies che 
In what has thus far been described, concentration of production firr 
was the deliberate aim of the government. In many other cases, cor 
however, concentration has been an unintended, perhaps even are 
unwanted, and nonetheless inevitable secondary effect of govern- firr 
ment policy, or of economic conditions that had been created by du: 
government policy. There are quite a number of developments ove 
that have thus incidentally contributed toward increased concen- ma 
tration. am 
1. The so-called aryanization of Jewish firms. In their persecu- the 
tion of Jews the National Socialists have certainly not been inter- re 
ested in concentration of industrial ownership; on the contrary, wl 
they declared that they intended to destroy plutocratic power. The bi 
practical outcome, however, has been an advance in concentration ‘a 
which party and government have accepted, because of their no- lic 
tions of race policy. / oor 
Concentration resulting from this cause has been strongest, of stl 
course, in those branches of business in which a relatively large ar 
number of Jewish enterprises were to be found—garment manu- de 
facture, shoes and leather, milling, cigars, chemicals, retail trade, pl 

banking. The process occurred partly through the affiliation of 
Jewish with existing non-Jewish firms, partly through the liquida- tk 
* Lachmann, op. cit. (February 1941) pp. 26-27. ™ 


* Ibid., p. 27. =. 
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tion of the former, whereby the market role of the remainder au- 
tomatically increased. In general the fate of the smaller Jewish 
companies was dissolution, while the larger experienced only a 
change in ownership. The leather industry is an example of con- 
centration by means of affiliation; here large corporations were 
constructed, which also developed vertically into the shoe industry. 
In the garment industry concentration proceeded by way of mass 
liquidations; in some subdivisions no less than half the existing 
firms were dissolved. 

2. The Germanization of foreign corporations in conquered 
Europe. This process led even more generally to concentration in 
the hands of large enterprises than did the aryanization of Jewish 
firms in Germany—a development that is quite natural, as large 
companies, with their financial resources and personal connections, 
are much better fitted for international transactions than small 
firms. Details about the expansion of large German banks and in- 
dustrial corporations (especially the Herman Goring works) all 
over occupied Europe have been repeatedly reported. As we are 
mainly interested here in developments inside Germany, one ex- 
ample may be sufficient. A Reich-owned public utility corporation, 
the Alpen-Elektrowerke, planned in 1940 to combine all Austrian 
regional public utilities under its control, employing methods 
which a German periodical called “characteristic of the so-called 
big businessmen of the period before 1933.” Says this journal: 
“The bustling character of this attempt to get all medium-size pub- 
lic utilities over a wide area under the control of a central outfit 
organized like a privately-owned industrial enterprise, is rather 
strange if only for the fact that it is made by a federal corporation 
and, consequently, might create an appearance that the government 
desires to get rid of independent, efficient middle-size electric power 
plants.”” 

3. Relations with the government. In a managed economy like 
the German, close relations with the government are absolutely 


*“Das Reich als Konzerngriinder,” in Zeitschrift fiir dffentliche Wirtschaft, no. 8 
(August 1940) p. 177. 
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essential to existence, and large-scale enterprises are able to main- tem 
tain such relations much more effectively than small firms. A large ao 
company can employ specialists in the complicated questions of 5 
currency, prices, taxes and priority rights, both in materials and to 
in labor. If it is located outside the capital it can afford to send a eco 
representative frequently to the seat of the central government, or nat 
it can even set up a permanent office there. And “in view of the inf 
centralization of economic administration, a great number of de- is f 
tailed questions are to be decided only in Berlin.”” In contrast to = 
the small fellow, a large corporation is in a position to induce fav 
influential party members to play ball with it. Indeed, simply the 
through its size it makes an impression on officials, and thus pro- 7 
duces favorable decisions. During the combing out of the pharma- cig 
ceutical industry, for instance, the employment offices took the oo 
stand that “the products of generally recognized large concerns =e 
shall be regarded as essential, but not the competing products of -_ 
small and middle-size firms. Sometimes it has been thought that a fir 
measure of the economic significance of a firm might be found in tio 
the question of whether it maintains a scientific laboratory and is cal 
actively working on the advancement of its products.”” Thus, in = 
this case, the employment offices cleaned out the market in favor of he 
the large companies, forcing the small ones to dissolve, or to tie up ha 
with the bigger ones because after even a brief shutdown the value Ge 
of their trademarks would be lost. -” 
4. Military conscription of owners. This has caused many small = 
firms to succumb, and certainly it has damaged them more than it = 
could the large companies.” It is quite possible that the shift of 
se 


production resulting from this cause will be only partially reversed 
after the war. As can be seen from complaints in the German press, » 


leaders of the so-called economic self-government bodies have en 
exploited the fact that many entrepreneurs are soldiers, in an at- of 
* Josef Winschuh, “Wie arbeitet eine Wirtschaftsgruppe?” in Deutsche Allgemeine . 
Zeitung, November 10, 1941. 


* Der deutsche Volkswirt, November 29, 1940, p. 336. 
*A particularly crude instance is mentioned in “Subcontracting in German De- 
fense Industries” (cited above) pp. 5-6. 
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tempt to purge lines of business that in their opinion are over- 
crowded. 

5. Economic self-government bodies. The government, in order 
to distribute its administrative burden, has entrusted important 
economic power to these bodies.” With almost the necessity of a 
natural law the large companies dominate the associations and 
influence competitive relations in their own favor. One example 
is furnished by the cigarette industry. Formerly small firms were 
occasionally able to obtain small lots of high quality materials at 
favorable prices. Such lots, of no interest to large plants, enabled 
the smaller ones to market specialties over long periods. But for 
some years now, on grounds of commercial policy, raw tobacco for 
cigarette manufacture has been purchased through a commission 
constituted by the leading companies (mainly the Reemtsma in- 
terests). This commission, in making its large purchases, has paid 
no attention to small lots, perhaps not so much in order to put small 
firms at a disadvantage as because large-scale purchasing organiza- 
tions cannot take care of special demands. And the Economist has 
called attention to another case. When the Reich coal association 
was set up in 1941 this journal wrote: “The big industrialists will 
. .. be given fairly unrestricted powers in at least one respect; it 
has been hinted in the Press that there is no room any more in the 
German coal trade for persons ‘who never see the actual coal’; the 
coal syndicates will probably be given additional powers for the 
control of the markets with a view to exterminating small agents 
and middlemen.”* 

6. Ersatz materials. An economy based on ersatz production pre- 
sents much greater difficulties to the small than to the large enter- 
prise. The cosmetics industry may serve as an example of the influ- 
ence of ersatz materials on size of plant. “Reorientation in choice 
of materials,” wrote the Frankfurter Zeitung, “can apparently in- 


*See Herbert Block, “German Methods of Allocating Raw Materials,” in Social 
Research, vol. g (September 1942) especially pp. 361-62, 368, and “Manpower Control 


in Germany” (cited above) p. 17. 
= “Coal Mining in German Europe,” in the Economist, November 1, 1941, Pp. 533- 
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fluence the entire development, because it undoubtedly strength- 
ens the position of that type of concern which has at its disposal 
research and testing facilities. As a result of this participation in 
the provision and supplying of new materials, many large concerns 
have also the advantage of being able to adapt themselves to the 
new production more quickly, more reliably and more effectively. 
For many small and middle-size firms of the cosmetics industry, on 
the other hand, old formulae will unquestionably become doubtful 
with the introduction of new materials, and the problem of experi- 
ments and tests will be posed all over again. It appears not to be 
excluded that, in such a situation, the initiative in creating novel- 
ties will more than ever before pass to large-scale firms.’’” 

7. Subcontracting. In general, subcontracting is regarded as 
favorable to small firms. Certainly it offers some protection against 
the combing out and closing of companies that are too small to take 
up direct government contracts. And some capable subcontractors 
can enlarge their plants considerably, or at least acquire experience 
valuable for the future. But it should not be overlooked that the 
distribution of contracts is accompanied by a strong drift toward 
concentration, as the subcontractors become dependent on the 
large companies. Not for nothing does German industrial science 
recommend to large firms that they treat subcontractors organiza- 
tionally as though they were their own shops.” 

Many subcontractors may resist the tutelage of the primary con- 
tractors, all the more as their activity comes to seem less profitable 
than direct government contracts. But many more small firms seem 
to regard “capacity employment under the protection of a large 
concern’’™ as advantageous, and to seek a permanent connection of 
this kind. Such desires coincide with notions current in government 
circles as to the future structure of German economy. Thus the 
Frankfurter Zeitung writes: “The chiefs of the state economic 


“ Die Industrie der Kérperpflegemittel,” in Frankfurter Zeitung, February 27, 1938. 
“See Herbert Block, “Farming out of Defense Work: German Methods and Expe- 
riences,” in Hearings before the House Committee Investigating National Defense 
Migration (Washington 1941) Part 20, p. 8061. 

“ Frankfurter Zeitung, December 7, 1941. 
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administration evidently glimpse in the relationship between large 
contractors and subcontractors a rational future structure for 
entire industry groups.” 

8. Raw material allocations. On the size of enterprises alloca- 
tions have had the same dual influence as has the distribution of 
contracts. Every firm, large or small, which has a quota of raw 
materials, on the basis of previous activity, remains in the market. 
In this respect allocation protects the small firm. But the methods 
of allocating raw materials are of course undergoing a gradual 
transformation; as I have pointed out in an earlier article,” quotas 
are increasingly independent of previous activity whenever an 
officially approved contract is at stake. When the contract does not 
depend on the allocation, but the allocation depends on the con- 
tract, the protective function of allocating vanishes. 

And even in the old system, in so far as it persists, there appear 
to be two factors that tend to increase concentration. In the first 
place, large companies buy up smaller ones, in order to obtain not 
their plants but their quotas.” Thus in the leather industry one 
reason for the building of large combines has been the desire to 
take over the hides quotas of other corporations, in order the better 
to exploit the plants of a large company. And second, allocation 
compels small firms to concentrate sales and to abandon markets 
that it is no longer profitable to supply. This, it has been reported, 
is the case in the cigarette industry, for example, where “the larger 
firms are in a position to divide their offerings in such a way as may 
be favorable to them at some later time of livelier competition.” * 

g. The desire to transform liquid capital into real values. Since 
German companies are not always in a position to restock or to 
replace old machines, they have on their hands liquid reserves 
which they desire to protect against inflation. Consequently, to the 
extent that government rulings do not prevent it, they buy shares 


* Ibid. 

*“German Methods of Allocating Raw Materials” (cited above) p. 360. 

* In cartelized industries concentration has always made headway through the buy- 
ing up of quotas. 

* Der deutsche Volkswirt, May 23, 1941, p. 1218. 
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that offer a promise of protection. Thus the margarine trust, which 
had to cut its production because of considerations of war economy, 
and which was prevented by foreign exchange laws from turning 
over its profits or reserves to its Anglo-Dutch parent companies, 
had an interest in expanding into, among other fields, inland navi- 
gation, textiles and processed cheese. The Brinkmann and Mergel 
oil works put liquid capital into the aviation industry. More re- 
cently the investment policy of corporations seems to have taken 
on the character of a flight into real values. A German publication, 
in referring to the fact that a cotton mill in Leipzig bought a small 
lignite pit (not only as an investment, of course, but also in order 
to guarantee itself a coal supply), warns against incautious expan- 
sion into unfamiliar branches of business.” 

10. Government capital market policy. The capital markets are 
almost exclusively reserved for government issues, and conse- 
quently new plants for army equipment, ersatz materials and the 
like must be financed out of the profits and reserves of existing en- 
terprises. Such investments are often made as a result of govern- 
ment compulsion. The Braunkohlen-Benzin A. G., which produces 
synthetic motor fuel and, with a capitalization of 100 million marks, 
is one of the leading German corporations, was reluctantly financed 
by the chemical and mining industries. Textile mills have been 
compelled to make capital available for building up the artificial 
wool industry. The Géring works were also financed by compul- 
sion, in part even by the very handicrafts which continue to com- 
plain about difficulties in getting credit. Generally, however, par- 
ticipation was voluntary, and was motivated partly by the reasons 
discussed above under 8 and g. In any case, new large-scale enter- 
prises have been founded not as independent units but as subsidi- 
aries of existing corporations. 

11. Cost adjustments through vertical concentration. This 
development has been significant in heavy industry. Under the 
pressure of government price orders coal mines and steel mills 
have hardly earned depreciation costs. Consequently they have 


* Deutsche Allgemeine Zeitung, September 30, 1941. 
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intensified expansion into industries which further work up mate- 
rials, especially into the very profitable machine tool industry. 


Measures that Favor the Small Businessman 


The many forces driving toward concentration have been opposed 
only by feeble influences favoring the small businessman. A num- 
ber of measures that work in his favor, without amounting to a sys- 
tematic policy, may be enumerated. 

1. Sporadic resistance to the expansion of large enterprises. As 
long as mass unemployment persisted, German public opinion was 
colored by a certain prejudice against the labor-saving characteris- 
tics of large plants. This acted in favor of small companies, and thus 
large ones were sometimes forbidden to undertake production of 
some small part or accessory, lest they damage dependent indus- 
tries. The aryanization of Jewish firms required special permission, 
and in the cigar industry this was refused here and there, when 
large firms sought to take over too much. Apart from a few excep- 
tions, however, no difficulties were put in the way of amalgamation 
through the buying-up of Jewish concerns. Even the Law for the 
Protection of Retail Trade, May 12, 1933, which forbade the estab- 
lishment of additional subsidiaries (particularly of one-price 
stores), did not bar ‘‘the founding of considerably enlarged units 
through the amalgamation of several Jewish firms.” 

That law and the subsequent order of June 11, 1933, further 
prescribed that such handicraftsmen as hairdressers could no longer 
be employed in department stores or one-price stores. This, inci- 
dentally, was the only measure taken against department stores, 
and there was no more talk of dissolving such enterprises, as pro- 
vided in the party program; in defense of this inaction one German 
writer“ remarked that “the National Socialist government shifted 
the struggle against department stores predominantly to the spiri- 


“ Giinter Keiser, “Der jiingste Konzentrationsprozess,” in Die Wirtschaftskurve, no. 
2 (1939) p. 148. 

“Ulrich Miiller, Die Entwicklung des Handwerks in den letzten Jahren unter 
besonderer Beriicksichtigung der nationalsozialistischen Handwerkspolitik und 
Handwerksgesetzgebung (Berlin 1938) p. 104. 
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tual level.”” On the other hand, a number oi branches of the con- 
sumers’ cooperatives (Konsumvereine) were liquidated, and to that 
small extent retail trade competition was restricted.* 

2. Measures to enable small enterprises to share in government 
contracts. When the depression had been overcome the govern- 
ment put more and more stress upon the most highly rationalized 
production and the thorough utilization of all available production 
capacity. While many small firms fell victim to the rationalizing 
trend, measures were to be taken in order to integrate the remain- 
der as much as possible in armament work. This was primarily a 
question of enabling small producers to participate in government 
contracts. To this end, organizations were set up in the handicrafts 
which accepted government contracts to be fulfilled by members 
Later large armament firms were pressed to give subcontracts to 
small and middle-size plants. Contract cooperative associations, 
labor cooperatives and the like, as well as a system of distributing 
contracts through subcontracting, I have described elsewhere.* 

3. Measures to facilitate the supply of raw materials to smaller 
firms. In the early years of Nazi rule the complaint was common in 
small businessmen’s circles that “‘when it comes to allocation, han- 
dicrafts are often out of the picture, while more substantial firms 
are taken care of.” “ In order to eliminate this abuse the Estate of 
German Handicrafts intervened in the distribution of raw mate- 
rials. ‘‘By means of the guilds,” says an article by the Reich Leader 
of Handicrafts,” “there were distribuzed in a single quarter-year 
some 2,000,000 Eisenkarten [ration cards for the raw materials 


“For details see Reinhold Zirwas, Die Entwicklung der deutschen Verbraucherge- 
nossenschaften in den Jahren 1924 bis 1935 (Hamburg 1936), and the same 
author’s article, “Stand und Lage der deutschen Verbrauchergenossenschaften am 
Ende des Jahres 1938,” in Die Rundschau, Zeitschrift fiir die deutschen Verbraucher- 
genossenschaften, April 5, 1939, pp. 292-95. The German Labor Front, which domi- 
nates the consumers’ cooperatives, recently declared that cooperative stores should 
become models for all retailers; certainly the latter did not relish this announcement. 

“Subcontracting in German Defense Industries” (cited above) . 

“ Jahrbuch des deutschen Handwerks 1936 (Berlin 1937) p. 191. 

“ Ferdinand Schramm, “Der Einsatz des Handwerks,” in Der Vierjahresplan, nos. 1-3 


(1941) p. 60. 
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needed by smiths and similar craftsmen], and about 1,500,000 ra- 
tion cards for tailoring supplies.’ Contract cooperative associations 
also interest themselves in raw materials essential to the completion 
of government contracts. 

The organization of contract letting and distribution of raw ma- 
terials seems to have worked out satisfactorily. But it must not be 
overlooked that a handicraftsman engaged in work for the state 
has almost entirely lost his independence. It is not he who receives 
either the contract or the raw materials; he has no influence on 
prices; even in the execution of the contract he is subject to the 
control of the handicrafts organization. While he continues to 
operate in his own shop, he has been transformed from an inde- 
pendent businessman into an employee.* 

A few instances exist of how raw material rationing has helped 
the smaller enterprises. Thus Keiser reports that the Agricultural 
Estate ‘in numerous industries subordinate to it . . . deliberately 
handicapped large concerns for the benefit of the small and middle- 
size’”;“ this, incidentally, did not prevent the founding of large 
milling concerns. And again, the corporate organization of ma- 
chine builders so arranged the allotment of raw materials as to 
achieve an apportionment of business among machine factories 
which had the practical effect of benefiting small companies.” But 
on the whole, while raw material rationing might be an effective 
protection for the small and middle-size enterprise, this possibility 
has been utilized in only a few instances, inasmuch as the govern- 
ment is primarily interested in large-scale mass production. 

4. Assistance to threatened small concerns. Since the outbreak 
of the war many handicraft firms have been managed by the wives 
of master workmen, and the guilds have set up a sort of cooperative 


“In the field of truck transport there is a similar development. All firms engaged in 
the business of long-distance trucking are compelled to join the Reich Truck Trans- 
port Association, which assigns available cargo space, fixes and collects freights, 
supervises members, arranges insurance. In short, the Association has become the 
employer of the formally independent truck owners. 

“ Keiser, op. cit., p. 154. 

“I have described the method in “German Methods of Allocating Raw Materials” 

(cited above) p. 362. 
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for their support. Cooperative shops take over from the women 
the work they cannot perform (for example, among the butchers, 
slaughtering and deliveries from the abattoir), and the guilds also 
offer assistance in dealing with the complexities of bookkeeping. 

Small firms whose owners are drafted receive a state subsidy. If 
handicraft firms are threatened not through the drafting of their 
master workmen but as a result of ‘“‘war economy measures,” the 
Mutual Economic Aid can give them support, even though they 
continue in production. This is an exception in favor of handi- 
crafts, because as a rule the Mutual Economic Aid goes to the sup- 
port only of closed concerns. In wholesale and retail trade hard- 
pressed firms are guaranteed rent relief (through a decree of the 
Reich Minister of Economic Affairs, December 30, 1939), though 
this is not organized by the Mutual Economic Aid. 

5. Measures in aid of closed concerns. In describing the soap 
industry reference was made to the fact that sometimes concerns 
deprived of their quota of raw materials have been permitted to 
continue functioning as trading organizations. There is a similar 
rule in the candy industry. The closed plants, chiefly those of small 
firms, are allowed to buy raw materials, and the factories still in 
operation are obliged to process them for the closed firms under 
contract and at their own cost. 

To assist closed firms of all sizes to survive the war period the 
Mutual Economic Aid was created by an order of February 19, 
1940. All enterprises continuing in production must contribute 
to a fund from which closed concerns draw a subsidy. A description 
of the organization and work of this fund is beyond the scope of 
the present article. One of its aims is supposed to be to guard 
against the increasing menace that at the end of the war there will 
be “only a small number of financially powerful corporations, 
grown so fat on armament contracts that they enjoy a practical mo- 
nopoly in their fields.” “ 

The scattered measures that favor the small businessman do not 
mean, however, that the Nazi government, in planning for a post- 


“ Der deutsche Volkswirt, March 1, 1940, p. 691. 
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war world, intends to reverse the trend toward concentration. On 
the contrary, not the least of its purposes in promoting large-scale 
production was to make provision for the future. In the Nazis’ 
postwar plans it was envisaged that German industry would turn 
to the mass production of standardized goods in order to supply 
successfully the large areas dominated by the ‘Reich; United 
States industry provided the technical model for these ambitions.” 
Another section of German industry was to have an international 
monopoly of armament production; in huge factories it would 
forge the instruments of German world domination. It is 
highly improbable that such plans of postwar hegemony, pro- 
jected when Germany’s power was in the ascendent, are still taken 
altogether seriously by the National Socialists. They deserve men- 
tion only because they indicate the tendency of National Socialist 
industrial policy. The old party program of protecting and pro- 
moting small business has been definitely abandoned, not because 
of a war emergency, but on principle. 

© Ministerialrat W. Rentrop in Der deutsche Volkswirt, May 30, 1941, Pp. 1242. 
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GOEBBELS’ CONCEPTION 
OF PROPAGANDA' 


BY HANS HERMA 


Speaxinc of National Socialist propaganda, Goebbels claims to 
have developed “‘such a virtuosity in the art of controlling the 
masses that similar attempts in other countries impress us as mere 
dilettantism.”* He prides himself on having created a “unique 
modern propaganda,” the accomplishments of which make foreign 
experts “turn pale with envy” and fill them with amazement. If we 
look for hints as to how such amazing progress and achievement 
were accomplished, we find, in the same work, such statements as: 
“Good propaganda need not lie, in fact, must not lie. Propaganda 
which makes use of the lie . . . cannot have success in the long run. 
... But a right idea must also be set forth in the appropriate way.” 
In other words, the secret of propaganda is to tell the truth in the 
appropriate form. Puzzling as it is, such an assertion can hardly be 
dismissed by seeking in it just another instance of that refined 
technique of lying which is all that National Socialist propaganda 
supposedly amounts to. What, then, does Goebbels mean by that 
statement? 

Not only has National Socialism applied propaganda on an un- 
precedented scale, but its exponents have written much about it. 
If we take these utterances as a whole and try to reconstruct the 
pattern of thought whence they are derived, we may arrive at a 
better understanding of the National Socialist conception of propa- 


* This article has been prepared in connection with the Graduate Faculty Research 
Project on Totalitarian Communication. 

* Goebbels, “Propaganda als Mittlerin zwischen Fiihrung und Volk,” in Vélkischer 
Beobachter, September 8, 1934, subsequently referred to as “Propaganda als Mitt- 
lerin.” The present translations of this and other works are intended to render the 
exact meaning rather than the style of expression. As a result of the peculiar use 
of language by the totalitarian authors their meaning is not always clearly ascer- 
tainable. 
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ganda and perhaps see more clearly the implications of Goebbels’ 
statement. In attempting this I shall rely on his own words and 
those of his disciples rather than on those of Hitler. Not that 
Hadamovsky is to be agreed with in his assertion that under the 
leadership of Goebbels’ mastermind “the despised weapon of Ger- 
man politics has been made into a creative art.””* Actually Goebbels 
has added hardly anything new to the fundamentals of the National 
Socialist conception of propaganda. But his formulations, unlike 
Hitler’s, are concerned not only with the problem of how to gain 
power but also with that of retaining it, and therefore they are more 
suitable for a discussion of the present state of affairs. 


I 


“To scratch our names into the pages of history, that is what we 
shall do.” * When Goebbels asserted this future for the National 
Socialists, some time before Hitler’s rise to power, he can hardly 
have had any notion of how inadequate his metaphor was, com- 
pared to the scale of things to come. But he had a very clear idea of 
the role of propaganda in the accomplishment of this future, in 
spite of the fact that it is ‘altogether impossible either to write or 
to learn an ABC of propaganda,” and “you either can do it or you 
just can’t.”* Propaganda would make for a unity of thought that 
would carry the National Socialists through the struggle for power, 
the period after the ascent to. power, and the eventual war—con- 
secutive stages according to the basic ideas of National Socialism. 
How much the later expansion of propaganda was contained in 
the premises of National Socialist doctrine is shown by the fact 
that when the party came into power monopoly was established in 
this field as a matter of course. Goebbels scoffed at those in the party 
who thought that now they had power they could dispense with 
propaganda. He made it clear to them that propaganda was neces- 


*Eugen Hadamovsky, Propaganda und nationale Macht (Oldenburg 1933). 
“Goebbels, Michael, Ein deutsches Schicksal in Tagebuchblattern (Munich 1927). 

* Goebbels, “Erkenntnis und Propaganda,” speech of January g, 1928, published in 
Signal der neuen Zeit (Munich 1934) . 
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sary not only for gaining but also for holding power, because in 
enforcing the will of a minority it is essential to have the apparently 
spontaneous support of strong social forces. Here is how Goebbels 
expresses these views: “It was the strongest weapon in the conquest 
of the state, it remains the strongest weapon in the consolidation 
and building up of the state. What in many ways remained un- 
understandable to the world was a matter of course for us. The 
weapon by which we conquered the state has to remain . . . in the 
service of the state, lest, with power, we run the danger of losing 
the people and with the people, the power.’’* “We are not satisfied 
with having 52 percent of the nation and terrorizing the other 48 
percent. We want the people as the people, not only passively but 
actively .. . for if we have only a part, be it the majority of the 
nation, we shall be unable to realize the great tasks ahead of us in 
a larger frame.””’ 
Thus propaganda is an instrument of politics; in fact, according 

to Goebbels, it is the “most modern political instrument,” and 
“among the arts of ruling the people it ranks as one of the first.””* 
This importance derives from the doctrine that the political inten- 
tions of National Socialism can be realized only through the “great 
masses.’ Goebbels follows Hitler in defining the aim of propa- 
ganda: “In politics this aim is always the conquest of the masses.’”* 
More precisely, he regards propaganda as an instrument for the 
control of the masses. Its aim, he asserts,” is ‘‘to acquaint the people 
with certain ideas in such a way that they yield voluntarily and 
without inner resistance to the tasks and aims implied in the ideas 
of a superior leadership of the state. . . . Without propaganda a 
modern state is helpless against the subversive forces of anarchy 
° “Propaganda als Mittlerin.” 

* Goebbels, “Der Sinn der sozialen Revolution,” stenographic record of a speech 
given on April 24, 1933, subsequently referred to as “Soziale Revolution.” 
*“Propaganda als Mittlerin.” 

* Goebbels, Kampf um Berlin (Munich 1934) p. 91. Compart Hitler’s assertion in 
Mein Kampf (Reynal and Hitchcock ed., New York 1941) p. 464, that the “prelimi- 
nary winning over of the great masses” is “the presupposition for everything” after 


the unsuccessful attempt to gain power by a putsch. 
* “Propaganda als Mittlerin.” 
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and chaos.” Hadamovsky expresses the same view in a less diplo- 
matic form. The aim of propaganda, according to him (p. 37), is 
“the elimination of all serious resistance in the masses, in order that 
they may be provided with bread on the basis of the national will 
of the masses devoted to the cause” (einsatzbereit). His “program- 
matic treatise” addresses itself to ‘the leading strata of the intelli- 
gentsia,” and demands that they “‘acquaint themselves with the tools 
whose use will finally again secure their power over minds”’ (p. 9). 

Whereas the liberal state, according to Goebbels, had to take the 
will of the people into account in its decisions, “had to be afraid of 
the people,” as he puts it, no such limitations on doing “what is 
unpopular” are imposed upon the fascist state, which he chooses to 
call the “‘modern state.” On the contrary, its propaganda “. . . ac- 
complishes even the miracle of making popular the unpopular, and 
of securing the unwavering support (Gefolgschaft) of the people 
even for decisions that demand the greatest sacrifices. A govern- 
ment that consciously makes use of it can afford to do what is nec- 
essary without taking the risk of losing the masses. . . . In the cen- 
tury of the masses it has become altogether impossible to carry out 
great objectives without propaganda.”” Goebbels defines a “bad” 
demagogue as one who “not only talks as the masses like to hear but 
also is willing to carry out their intentions.”” Thus, in a typical self- 
revelation, the Propaganda Minister intimates that he himself is a 
“good” demagogue because by saying what people like he makes 
them accept his intentions and his will. 

Propaganda in the National Socialist sense is linked to politics 
not only by its aim, the elimination of resistance, but also by its 
relation to force. Here, as in the writings of National Socialists, 
that word is used loosely and almost interchangeably with violence 
and power. For the sake of simplicity I shall quote mainly from the 
book by Hadamovsky, who has most explicitly elaborated his mas- 
ter’s dictum that “power is always the most convincing factor.’”” 


““Propaganda als Mittlerin.” 
*“Erkenntnis und Propaganda.” 
* “Soziale Revolution.” 
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The relation of propaganda to force is manifold. In the first 
place, it can serve as a substitute for force. Thus Hadamovsky op- 
poses propaganda to the “open force of oppression” and calls it 
“the art of achieving power without possessing the instruments of 
power, the secret of the powerless for overcoming the holders of 
power when they feel themselves too secure. . . . Propaganda is the 
will to power” (pp. 16, 10). Also, it can supplement force, as well as 
serving as an alternative to it. “Propaganda and force are never ab- 
solutely antagonistic poles. The application of force can be part of 
propaganda,” in fact must sometimes collaborate with propaganda. 
Not only in domestic but also in foreign affairs, and particularly 
there, this combination “will have the proper effect if cleverly 
weighed and balanced” (pp. 48 ff.). Further, propaganda must be 
supported by force, for “the formation of power through mere 
propaganda is unstable and can suddenly fall apart from one day 
to the other unless it is based on the power of the organization” 
(p. 21). And finally, when force is displayed or expressed either in 
the content or in the form of propaganda the latter has a represen- 
tative quality which may be called its symbolic function in regard 
to force. The style of National Socialist propaganda is characterized 
by “that combatant note which is inseparable from any propaganda 
instrument.” According to one of Goebbels’ biographers it is 
designed ‘“‘to suffocate every resistance by its mere grandeur.” This 
symbolic quality is what leads Hadamovsky to declare that “propa- 
ganda and force are indissolubly connected with each other” 
(p. 10), though of the two propaganda is “the deeper and more 
secret and thus the more powerful, because, with tactically correct 
application, it affects the human will itself” (p. 16). 


II 


The fact that propaganda in the National Socialist sense is a politi- 
cal instrument intrinsically linked to force raises the question of 
the difference between such propaganda and political action in 
general. There are at least two features that clearly distinguish it 
* Gerhard Eckert, Der Rundfunk als Fiihrungsmittel (Berlin 1941) p. 266. 
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from political action: the fact that it establishes immediate contact 
between government and masses; and its role of anticipating politi- 
cal action. 

Like propaganda political action brings about changes in the 
situation; but it is through social institutions of a traditional char- 
acter, through formalized procedures and specialized agents, that 
political action realizes the aims of the policymakers. Propaganda, 
however, realizes those aims through a direct communication be- 
tween the government and the people. Propaganda is intended to 
secure from the people the necessary degree of participation in the 
government’s actions, and to give them the impression that they 
have had some part in the decisions. 

Thus Goebbels, referring in retrospect to the wool collection of 
the winter of 1941-42, asserts that “there were people who prophe- 
sied the complete failure’ of the campaign, and proudly explains 
that ‘this would, of course, have been correct if the collection had 
been run according to an official scheme . . . depending more on the 
resources of the state than on an appeal to the imagination and 
inventiveness of the entire people.’’ He emphasizes the spontaneous 
response of the people when their “healthy imagination and vital 
instinct become effective,” and explains that this means “the mo- 
bilization of the people’s immediate interest in the everyday life of 
the war, the value of which cannot be overrated in the total poten- 
tial of our war effort.”” 

The National Socialists’ claim of having realized “‘true’’ democ- 
racy is based on the fact that in the fascist state propaganda serves as 
a substitute for the people’s exercise of democratic rights and for the 
processes by which they influence political decisions. ‘This idea is 
founded on the concept of the revolutionary mass movement, the 
leaders of which derive their power from the “masses,” not from 
traditional institutions. In Michael, Goebbels’ hero declares that 
his counterpart, a figure symbolically representing Bolshevism, 
“has shown him the way involuntarily.” 

Thus time and again we find in Goebbels’ writings such re- 


* Das Reich, September 11, 1942. 
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marks as “political propaganda as a principle is an active and revo- 
lutionary element,” and propaganda ‘“‘emerges from the depths of 
the people and it must descend to the depths of the people again 
in order to find its strength. It may be well to have power which 
rests on cannons. It is better still and more lasting to win the heart 
of the people and to keep it.’”’” “A government that stems from the 
people must never permit an intermediary between itself and the 
people. It must be the first representative of the people”; and there- 
fore propaganda must “be developed into a state political art.’’” 
It must become, “so to speak, the connecting link between govern- 
ment and people. . . . It is the never-resting instigator in the public 
formation of opinion (dffentliche Meinungsbildung). It must un- 
interruptedly sustain the relation between leadership and people. 
. . . Its sphere of influence is the solid ground on which the state 
must stand.”’” “Therefore a Ministry was founded to carry out the 
coordination (Gleichschaltung) between government and people,” 
in order that the government should never again lose contact with 
them (vom Volke weichen) but should “always be in immediate 
contact with the people, listen to the most secret vibrations of the 
soul of the people and adjust every public measure to it.’’” 

The elimination of every influence arising from old or new 
kinds of institutionalized social participation in political life is 
only one aspect of propaganda as an instrument of immediate 
guidance. A more fundamental one seems to be that propaganda is 
a necessary part of the “leader principle,” once the latter is trans- 
planted from the party organization to the social organization of 
the state in general. Propaganda is expected to guarantee the inde- 


** “Propaganda als Mittlerin.” 

Goebbels, Vom Kaiserhof zur Reichskanzlei (Munich 1934) p. 140. 

*“Propaganda als Mittlerin.” 

*® “Soziale Revolution.” The postulate of immediacy is only partly contradicted by 
the institutionalization of propaganda in a special ministry. Aside from the fact that 
the Propaganda Ministry can hardly be called an independent institution, even 
within the narrow limits of the fascist system, and that it is a mere instrument in the 
hands of its chief, who is himself connected with the policymakers by close personal 
relationship, its assigned task and function is to establish and safeguard the immediacy 
of the contact between the government’s actions and the people’s reactions. 
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pendence of the leader in making decisions or, in totalitarian par- 
lance, to guarantee the unchallenged “initiative” of the leading 
elite. In 1934 Goebbels (in “Propaganda als Mittlerin’’) was rather 
confident that this grandiose scheme “‘to destroy the spirit of rebel- 
lion” would work: “If the active influencing of the masses through 
propaganda is supplemented by a long-range systematic enlighten- 
ment of the people, and if both are conducted as a unified whole, 
permanently and with precision, then the connection between lead- 
ership and nation will always remain alive, and from authority and 
followers (Gefolgschaft) there will develop that kind of modern 
democracy for which Germany has set an example to the whole 
world as a conception of the state of the twentieth century.” 

Goebbels never lost sight of this idea of providing the “illusion 
of self-government,” to quote Mussolini, by the diligent working 
of totalitarian propaganda. And in following this idea he wrested 
the initiative from everybody and everything that might possibly 
obstruct his purposes. An example is his use of the device of “self- 
criticism” for handling the critical attitudes that might arise in the 
masses. In an article dealing with the strains and stresses of the 
winter of 1942, which, significantly enough, carries the title “Our 
kind of democracy,” Goebbels declares: “ We Germans are living 
in a true democracy, however autocratic the methods of its leader- 
ship may sometimes be. The most important characteristic of our 
democracy is the great trust uniting government and people.” This 
trust permits the government to draw the people into its confi- 
dence”: “You need not be afraid of the people, for they usually 
notice mistakes just as speedily if not earlier than the government. 
. . . People do not faint at the thought that something has gone 
wrong somewhere.”” Goebbels advocates “‘open discussion”: “*. . . to 
put every case before the people and discuss it openly is a sign not 
of weakness but of strength and supreme assurance. . . . Things like 
these may, indeed must, be explained.” 

The self-criticism occasionally contained in National Socialist 


* Das Reich, April 17, 1942. The dates in this and the following references indicate 
when the articles were broadcast, not when they were published. 
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propaganda is in apparent contradiction to the principle of wholly 
superior and independent leadership. But self-criticism is itself 
only a device for maintaining that leadership by keeping the initia- 
tive, even in criticizing the government’s actions. A limitation of 
this technique is noteworthy: only those problems are supposed to 
be “explained with utter frankness” which are “uppermost in 
everybody’s mind, usually problems of everyday life with which we 
all have to cope.””* 

Goebbels’ repeated assertion that propaganda is an art, a creative 
activity, is closely linked to this idea of keeping the initiative. Just 
as the leader is free and creative in his political actions, so is the 
propagandist, who manages the mind of the people, in supreme 
command of ever new techniques of manipulation for meeting 
ever new conditions and demands.” 

This last point leads us to the second characteristic that helps to 
distinguish propaganda from political action in general. If propa- 
ganda is to assure a free hand for the initiative of the leader, un- 
hampered by the wishes or hopes of the populace, and is to make 
his actions appear to be the expression of the people’s wishes 
(“sham democracy’’), then it must precede those actions, must 
prepare the people for them. Thus, by what we have called its an- 
ticipatory function, National Socialist propaganda actively takes 
part in the creation of the political situation. As Hadamovsky says, 
“Any propaganda is preparation for political actions. Since life 
proceeds continuously propaganda can never cease working, but 
will always have to take the lead. . . . It will again and again have 
to work for the necessities of the future. . . . Propaganda does not 
set in at the height of a political or military action, but is the great, 
farflung (ausholend) educative preparation for that action” (pp. 


™ Das Reich, January 2, 1942. 

* The assertion that propaganda is an art has other implications as well. Propaganda 
is a means of self-aggrandizement, and the revival of a dream of the young Goebbels, 
who turned to politics because his literary career did not materialize. As he declares 
in Michael, “The power of the word was not given me; therefore I shall start to act. 
I shall now be more ruthless, and shall devote myself completely to the cause” (mich 
ganz einsetzen) . 
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45, 33). And Goebbels (in “Propaganda als Mittlerin’’) declares 
that: ‘Propaganda is to prepare the way for the practical work. 
It must actually precede it and enlighten [the people]. It stands 
at the beginning of every practical political work in all spheres of 
public life. It is the great presupposition [of that work], full of its 
meaning (ihre sinngemdsse Voraussetzung) .. . what is unpopular 
must be prepared in time, and must be correctly formulated in its 
presentation so that the people can understand it. . . . It is no sign 
of wise foresight to confront the nation with frightful facts. Crises 
must therefore be prepared not only politically and economically 
but also psychologically.” Hadamovsky goes so far as to assert that 
if an unforeseen event takes the propagandist by surprise, all he can 
do is bound to be ineffectual and nothing but a “fill-in.” Propa- 
ganda cannot live from hand to mouth. 

Analysts of National Socialist propaganda have not infrequently 
been led astray by underestimating the importance of this feature. 
They tend to take as symptomatic for the present what actually is 
intended as preparation for the future. 

There are several reasons why the anticipatory function of Na- 
tional Socialist propaganda is of particular importance. First and 
most important, it makes for systematic planning. Thus Goebbels 
declares (“Propaganda als Mittlerin’”’): “Propaganda too has its 
system. It cannot be applied ad libitum and turned off at will. If it 
wants to be successful, propaganda must have . . . a clear and strictly 
defined objective.” Hitler has justified his tactical principle that 
attack is preferable to defense with the remark that it can be 
planned more thoroughly, and the same principle is discernible in 
National Socialist propaganda. Thus it “has not allowed the oppo- 
nent to prescribe the time for its action, but on the contrary it has 
started and conducted [its activities] according to its own realiza- 
tion of the aims to be achieved and its own requirements.”™ 

By planning the content of his communications the totalitarian 
propagandist is able to create a picture of the world which, because 


* Franz Alfred Six, Die politische Propaganda der NSDAP in Kampf um die Macht 
(Dissertation, Heidelberg 1936) p. 22. 
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of its homogeneous structure, may deviate considerably from real 
facts and events without the subject being aware of it. Consequently 
the response of the people is not to the actual historical situation 
but to an impression of it, an “image,” which has been systemati- 
cally built up. Hadamovsky points to an important psychological 
implication of the fact that a “‘sham world” can be created when he 
discusses the significance of “news” (whether conveyed by pictures, 
sound or words) and its relation to reason: “People have relied 
upon so-called human reason without taking into consideration its 
dependence on the impressions of the environment. Nowadays we 
receive these impressions to a large extent indirectly, namely 
through news. Thus everybody is dependent on news and must 
believe it, in spite of the strongest resistance on the part of his 
reason, if he finds it confirmed again and again and does not find it 
anywhere refuted. . .. Against news everybody is defenseless as long 
as he has to rely solely upon himself . . . for only a few facts can tell 
their own story without comments to bring forth their meaning” 
(pp. 26, 84, 121). 

A second reason for the importance of anticipation in National 
Socialist propaganda becomes evident now. After a favorable or 
receptive attitude has been created in the people toward certain 
events to come, the actual occurrence of those events serves for them 
as a corroboration of the picture of the world previously given them 
by propagandistic manipulation.” What they have been made to 
expect by propaganda has become true, and propaganda is there- 
fore proved reliable. It is clear that this advantage is greatest in 
regard to events that are created by the policymaker himself, and 
wholly under his control. When the course of events evades control 
the danger arises that the control of minds will also slip from the 
hands of the propagandists. This has an immediate bearing on de- 
feat situations in war. The clumsy handling of such situations by 
National Socialist propaganda in a number of instances reveals the 
inherent weakness of a propaganda doctrine that is based on the 


“See Hans Herma, “Some Principles of German Radio Propaganda,” in Radio Re- 
search, ed. by Paul F. Lazarsfeld (New York 1942-43). 
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presupposition of always keeping the initiative, of continued suc- 
cess and victory. 

A third implication of the anticipatory function of propaganda 
is the role it allows to prediction and prophecy. He who predicts 
correctly, or gives the impression of doing so, increases his prestige. 
Thus anticipatory propaganda helps in creating the image of an 
“omniscient” and “omnipotent” leader. Dr. Ley, in his speech 
celebrating the May Day of 1942, declared: ““The Fiihrer’s greatness 
consists in not allowing himself to be surprised by fate—but in him- 
self mastering it! He masters fate by foreseeing the greatest possi- 
bilities of victory and success . . . he crushes the forces of nature and 
leads our people to victory.”” Where such an image of the leader 
prevails the pretense that events take place “according to plan” 
must be carried to the extreme and maintained even in defeat situa- 
tions; if this is impossible it must be explained why events could 
not have been foreseen. Thus Hitler attributed the difficulties in 
the first winter of the Russian campaign to the “coldest winter in 
the last 140 years.” 

In short, propaganda helps to give the impression that the totali- 
tarian leader is independent of and has control over events. This 
impression of control contributes in turn to the efficacy of the 
propaganda. From this interrelationship is created the image of 
the omnipotent leader, on whose initiative alone is supposed to 
depend what is going to happen in the world.” 


III 


The foregoing characterization of National Socialist propaganda 
on the basis of the theoretical formulations of German propagan- 
dists can be summarized as follows: National Socialist propaganda 
is an instrument of politics, resembling political action in its aim 
of controlling the masses and in its relation to force, distinguished 


* See Ernst Kris, “The Danger of Propaganda,” in The American Imago, vol. 2, no. 1 
(May 1941); Howard B. White, Prediction and Political Power, Doctoral Disserta- 
tion prepared under the Graduate Faculty of the New School for Social Research 
(1943) ; H. D. Lasswell, “The Psychology of Hitlerism,” in Political Science Quarterly, 


vol. 4 (July-September 1933) pp. 373-84. 
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from political action in the immediacy of its contact with the popu- 
lace and in its anticipatory character. It is the management of 
minds, the psychological supplement to the political ‘leader prin- 
ciple.” But essential as these features are, National Socialist propa- 
ganda is not exhaustively characterized unless its relation to values 
and its idea of the nature of man are taken into consideration. 

With regard to values National Socialist propaganda is a purely 

managerial activity, a mere tool. The only value it recognizes is 
success. Says Goebbels (““Erkenntnis und Propaganda’’): “All criti- 
cal standards that have been applied to propaganda by other parties 
mistake its purpose, and most of the accusations against it result 
from a wrong attitude toward propaganda per se. . . . Nobody can 
say your propaganda is too rude, too vulgar, too brutal, or is not 
decent enough, for none of these traits is distinctive for its charac- 
ter. ... If somebody tells me: “Your propaganda does not even have 
a civilized level,’ then I don’t see any sense in continuing the dis- 
cussion. ... What matters is not whether propaganda has any level 
but whether it leads to the goal.” In other words, ‘Propaganda is a 
means to an end” (“Propaganda als Mittlerin’’), and “any means 
that serves the end is good” (Kampf um Berlin). “If I have recog- 
nized something as right, it does not matter whether it is right in 
the sense of theoretical hairsplitting (in aller Theoretisiererei). 
All that matters is whether I find people who are willing to fight 
for it... . The purpose of propaganda is to lead to success, not to 
be clever. Therefore propaganda is a matter not of theory but of 
practice. The quality of the propaganda proves itself only after a 
certain time lag” (““Erkenntnis und Propaganda’”’). 

This utilitarian orientation of National Socialist propaganda is 
one of the reasons for its well-known adaptability in content. Goeb- 
bels (in ‘““Erkenntnis und Propaganda’’) declares that “Propaganda 
must adapt itself in everything to the one toward whom it is 
directed.” Once he complains about the lack of understanding in 
his own ranks of the difference between strategy and tactics, and 
adds: “Tactics is more a matter of intelligence and feeling than of 


* Vom Kaiserhof zur Reichskanzlei, p. 171. 
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character. One must be as elastic in methods as one must be hard 
in matters of principle.” 

The cynicism—to speak in moral terms—of this attitude is most 
clearly evident when the propagandist appeals to values that he 
knows to be cherished, in spite of the fact that their validity or uni- 
versality is denied by his ideology—such values as peace, freedom, 
humanitarianism, decency in international affairs. This manipula- 
tion of value symbols may be demonstrated by an example or two. 

Let us consider a situation in which the propagandist has the task 
of making the bombing of English towns morally acceptable to the 
German people. Since the bombing of German towns by the enemy 
has been morally condemned, there is a danger that Germans, look- 
ing at the situation “objectively,” might doubt the morality of their 
own action. From the objective point of view both actions might 
be considered immoral. The propagandist has to prevent such a 
“detached” point of view, has to substitute a completely subjective 
standard of judgment according to which an action is “good” if 
one does it oneself, ‘“‘bad” if it is done by another. But he would 
hardly succeed if he were so blunt. Instead he says: “Bath, Norwich, 
York and all the other bombed places are the teeth we are knocking 
out of Mr. Churchill’s mouth until he learns to fight decently.”” 
The bold metaphor focuses attention on the image of a concrete 
and hated individual in order to detract it from the victims in the 
bombed towns. More relevant to the present discussion, however, 
is the introduction of ‘‘decency” as a universal value, one that is 
supposed to be acceptable to both sides. Bombing the enemy’s 
towns appears to be the deed of a champion of decency, in the ser- 
vice of his ideals. Thus the use of a universal value symbol covers 
the crudeness of the primitive response of revenge which the propa- 
gandist intends to evoke. 

Not always is National Socialist propaganda so subtle. Goring 
is hardly capable of such refinement of technique; Ribbentrop and 
Hitler sometimes resort to threats without any attempt to cover the 
crudity of their argument. Then they simply imply that the Ger- 


* Goebbels, Das Reich, May 1, 1942. 
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man point of view is the only relevant one, thus encouraging a 
completely egocentric standard of judgment. As Goebbels puts it 
(“Propaganda als Mittlerin’’), ““The only decisive requirement is 
that propaganda give expression to those forces that represent the 
true and undiluted values of a people.’’ With regard to major issues, 
however, such as the war guilt, such openness is rare; there is 
scarcely any reference to the war that is not coupled with the phrase 
“which has been forced upon us.” 

A similar example is Goebbels’ attempt to counteract an admira- 
tion for the Russians’ heroic defense (in this instance at Sevasto- 
pol), apparently latent among German civilians and soldiers, by 
explaining why this is not “bravery.’”” Among the arguments he 
uses in this discussion, in an article entitled “The so-called Russian 
soul,”’ is one that attracts our interest because it is a description of 
propaganda by a self-acknowledged expert. “The Bolshevist sys- 
tem is based on the ingenious use made of the Slav soul. Only 
Russia was capable of this gruesome experiment. ... It was... 
carried out with a logic which positively makes the expert [sic] 
shudder. . . . It is a matter of taste to express admiration for the 
fact that Bolshevist propaganda has largely succeeded in convincing 
the broad mass of Russian workers and peasants, by means of a 
stringent isolation from outer influence and by monotonous repeti- 
tion of its world-salvation phrases, that this state of affairs represents 
paradise on earth. . . . Independent realizations require a standard 
of comparison. . . . {n a system of this type the political commissar 
has a function to fuifil which, to our mind, is positively incredible. 
... A national inteliigence which might combat such a system no 
longer exists. The system has at its disposal all the necessary means 
for stifling at birth any possible attempts against it. What is left 
to the dull and weak-willed masses other than to obey implicitly 
and to submit to their fate with that fatalism which is inherent in 
their very soul? . . . These reflections will indeed place too great a 
strain on the conventional picture of the Russian soul conjured up 
by the learned philistine.”* 


* Das Reich, July 17, 1942. 














za 
sit 
: is 
he 
es, 

is 
ise 


CD heed 


ws 











GOEBBELS’ PROPAGANDA 215 


The model for this description is easily recognized. ‘The interest- 
ing point is that Goebbels stresses the “subjectiveness” of the propa- 
gandized, and explains it by the absence of that “standard of com- 
parison” which is necessary for “independent realizations,” that is, 
for independent thinking. It was Hitler who was the first of the 
National Socialist writers to stress the point that elimination of 
rational thinking is a prerequisite for the control of the masses. If 
“the wavering masses” are given an opportunity to choose, or a 
standard of comparison, “objectivity at once steps in”; the “key 
to the masses,” he asserts, is not the “so-called objective viewpoint” 
but “a ruthless and fanatically onesided orientation.” 

In a recent article with the significant title, ““‘Do not be too objec- 
tive,” Goebbels, asserting that “super-objectivity is the one blemish 
on the German soul,” states this point of view in a most explicit 
manner. He declares that those who look at the enemy “objec- 
tively” are identical with the critics of the government. Admitting 
that one must be “‘very skilful” if one wants to “stir the national 
soul to rage,” he advocates a “healthy national egotism which fights 
unconditionally for national interests, beyond all objectivity and 
desire for justice.” These “lying humanitarian conceptions” are 
out of date, he says, and adds: “We do not in the least mind being 
accused of prejudice. We have no desire for decent objective judg- 
ments while fighting for our existence. . . . In such cases we are all 
party, all prejudice, all stubborn and obstinate onesidedness.”” 

Goebbels made this point of view the basis of his recent attack 
on ‘‘a certain type” among the German people, the intellectuals, 
“who believe they have reached the peak of human ethical stand- 
ards” by having ‘acquired the habit of looking at the war from 
both sides,” and “‘who go so far in their aberration” as to look at it 
even “from the angle of the enemy.” With regard to these “half- 
educated nit-wits’” Goebbels not only feels “like spitting in their 
faces” but also considers their “apathy toward great events” as dan- 


gerous. 


* Hitler’s Mein Kampf (ed. cited above) pp. 153, 467. 
” Das Reich, September 4, 1942. 
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“Today,” says Goebbels, ‘‘we have no time for false objectivity 
... we regard it as a danger and as a threat. . . . Fairness comes only 
in relation to our own people. ... We are touched only by the suf- 
ferings of our people, and not by the punishment which fate inflicts 
on those nations who intended [outrages] for us. . . . Today the 
most radical fanaticism and the most violent passion for our great 
cause is the proper attitude for us. ... We do not wish to listen to 
any other view except what is good for our nation. Even if this 
view might seem wrong to us it becomes right because it serves the 
welfare of our people.” In war “man reemerges in his original 
savage state, and events revert to the era of barbarism. The question 
is not what is ethical and approved by custom, but what promises 
success . . . the advantage is with those who derive the justification 
for their actions from success rather than from ethics. .. . It is better 
to put oneself in the right than to be in the right.” “Fortunately,” 
Goebbels continues, “the government at the head of the Reich... 
is not subject to this German national vice” of objectivity. The 
leaders ‘‘always do what they think right,” and they will “stand up 
manfully against those who talk of the right of the enemy in this 
war." 

Such remarks are intended to reorient the value judgments of 
that elite addressed by Goebbels in his articles. What he advocates 
with cynical frankness as a state of mind desirable in itself is at the 
same time the aim of his propagandistic manipulation. 

The National Socialist conception of man is that he is or can 
be made into a being with no ability to see any other point of view 
than the one that has been accepted around him, a being with no 
objectivity, reverting more and more to an egocentric conception of 
reality—that is, to a primitive mode of mental operation which 
makes him incapable of rational thinking.” According to this view 


™ Das Reich, November 27, 1942. 

“The relationship between rational thinking and the egocentric conception of 
reality has been investigated for the child by Jean Piaget. The egocentric orientation 
of the child prevents it from acquiring the “reversibility” of mental operations which 
is characteristic of rational thinking. See Jean Piaget, The Child’s Conception of the 
World (New York 1929), and his later works. 
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there are no inherent limits in the nature of man which would pre- 
clude his being deprived of the free use of one of his basic mental 
functions, that is, reason.” 

The conditions for the loss of objectivity, and with it the capacity 
to reason, are indicated in Hitler’s statements as well as in those of 
Goebbels: emotional involvement, and the absence of choice or of 
a frame of reference (other than the National Socialist Weltan- 
schauung). Participation of the individual in activities of the com- 
munity makes for emotional involvement and leaves no place for 
choices or alternatives. Action is substituted for thinking.” 

The totalitarian organization of society provides the optimal 
conditions for such manipulation: a monopolistic organization; 
uniformity of opinion and ideas; completeness of control over all 
social spheres and activities; permanency of control and thus the 
possibility of systematization.” The preventive and punitive mea- 
sures necessary for maintaining such a system are witness to the 
weakness of the psychological doctrine as well as to the fact that its 
weakness has been taken into account by National Socialism. 


The foregoing exposition of Goebbels’ conception of propa- 
ganda, incomplete as it is, may have succeeded in showing that the 
concept of propaganda has been redefined by National Socialism. 
It has been closely linked to the totalitarian organization of society, 
and may more aptly be called “psychological management” than 
propaganda. It does not want to persuade or convince. It introduces 
the element of fear, and aims at the elimination of rationality. 

In view of this new concept of propaganda we may now under- 
stand what Goebbels meant when he spoke of the importance of 

* The model for this idea is apparently the manipulation of a subject by the hypno- 


tizer. It was bequeathed to the totalitarians by an outstanding representative of 
French social psychology at the end of the nineteenth century, Gustave Le Bon. See 


Ernst Kris, op. cit. 

** See Franz L. Neumann, Behemoth, The Structure and Practice of National Social- 
ism (New York 1942) p. 438. 

* “Propaganda has to be built up. . . as the science of the psyche of the people. In 
order to make its success permanent . . . its work has to be systematized in line with 
its aim” (“Propaganda als Mittlerin”) . 
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truth in propaganda. Like all other value symbols this word too 
has only an operational meaning to him, and his remark may be 
translated in either of two ways. It may mean that what is to be said 
must be brought to the notice of the subject in such a way that it 
is not contradicted by standards of comparison in the subject’s 
world of immediate experience, and therefore can be believed and 
can carry conviction. Or it may mean that it is possible through 
proper manipulation to give any statement the appearance of truth 
and thus the power of conviction. While the first interpretation 
constitutes a postulate for the technique of manipulation, the sec- 
ond expresses a belief as to the nature of man. But it is clear that 
the two are interrelated. The point is that psychological manage- 
ment, however completely it can be achieved, must be careful not 
to impair the basis of its influence; in fact, it must even strengthen 
that basis by building up a “veracity prestige.” The National 
Socialist propagandist is thus confronted with the apparent para- 
dox that the use of values as a mere instrument finds a limit in the 
requirements of the very purpose that instrument is intended to 
serve. 


(New School Graduate Faculty Research Projects) 
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HERMANN COHEN, 1842-1918 


BY ERNST CASSIRER 


O N JUNE 4th of last year one hundred years had elapsed since the 
birth of Hermann Cohen. No German philosophical review and 
no contemporary German philosopher noted the date. In Ger- 
many the greatest efforts have been made to forget the name of 
Hermann Cohen, and to efface or suppress his philosophical work. 
But all these efforts will prove useless. Future historians of German 
philosophy in the second half of the nineteenth century will regard 
Cohen as one of the greatest representatives of that period. 

It was Cohen who inaugurated that great intellectual movement 
that is commonly described under the name of Neo-Kantianism, 
and who led it to its real aim and its culmination. He spent more 
than thirty years on his description and interpretation of the 
Kantian doctrine, and not until he had performed this task did he 
begin to publish his own systematic works: his Logik der reinen 
Erkenntnis, his Ethik des reinen Willens, his Aesthetik des reinen 
Gefiihls. When these works first appeared they were a great surprise 
to the philosophical world in Germany. Cohen had won a great 
reputation in the field of Kantian studies, being regarded as one 
of the subtlest and most profound commentators of Kant. But at 
the same time he was charged with a sort of Kantian orthodoxy 
that was attacked from many sides. In his great systematic works 
Cohen entirely refuted this view. Here he stands before us not as 
a commentator or as an historian of philosophy but as a very inde- 
pendent and original thinker. 

Even in his books on Kant Cohen never swore by the master’s 
words, but sought to pave his own way. In his last works, however, 
in the works of his old age, he went much further in this respect. 
He never lost sight of the first principles that had been firmly es- 
tablished by Kant, the principles of true critical philosophy, but 
he strove to enlarge those principles and to apply them to new 
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problems. For this purpose he had to analyze once more, and some- 
times to criticize very severely, some of the fundamental concepts 
of Kant’s theory of knowledge. Cohen felt himself to be only a sin- 
gle link in a great intellectuai process, in that “golden chain” of 
idealistic thought that begins with Plato and, by way of Descartes 
and Leibniz, leads to Kant. On the other hand he was convinced 
that, according to the statement of Kant himself, we cannot speak 
of a “classical author” in the field of philosophy. What distinguishes 
critical thought from dogmatic thought is, according to Cohen, 
the fact that the former never expresses itself in a merely static way. 
It is a living and dynamic effort that must always be prepared for a 
new start: not gegeben but aufgegeben; not an immovable center of 
our intellectual universe but continual process and endeavor. 

It is not easy to delineate within the limits of a short discussion 
the whole range of problems with which the philosophy of Cohen 
is concerned. I must content myself with giving a general survey 
of the principal questions. 


I 


With regard to Cohen’s interpretation of the Kantian system I 
may perhaps be allowed to begin with a personal experience. I 
was led to my first acquaintance with the works of Cohen in a rather 
unusual way. It was about fifty years ago that I first became inter- 
ested in the study of Kantian philosophy. At that time I was a 
young student not of philosophy but of German language and 
German literature at the University of Berlin. I was deeply im- 
pressed by thz Critique of Pure Reason, and after each new reading 
I felt myself more under the spell of that book. But at the same time 
I had the greatest difficulty in understanding the thought of Kant. I 
met with various interpretations that were not only widely diver- 
gent but directly opposed to one another. 

It was then a generally admitted opinion that no one could enter 
the field of philosophy without a careful and thorough study of the 
work of Kant. The “back to Kant” idea—first promulgated by 
thinkers like Helmholtz, Eduard Zeller, Friedrich Albert Lange— 
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was deeply inculcated in all philosophical minds. But this general 
agreement was only an apparent one. It contained the germs of a 
radical dissension. Nearly all the philosophical schools referred to 
Kant and appealed to his authority, but there was never a clear and 
unambiguous way of interpreting his fundamental doctrines. 
There was an empiristic view of the Kantian system side by side 
with a rationalistic view; there was a metaphysical conception side 
by side with a strict phenomenalism, nay a strict skepticism; there 
was a “realistic” explanation in contradistinction to another that 
seemed to lead to mere “subjective idealism.” It was extremely diffi- 
cult to find one’s bearings in this mass of opposite interpretations. 
I remember very well the day on which I left the lectures on 
Kant given by Friedrich Paulsen with the definite impression that 
what Paulsen had taught here was not a true description but a 
polemical caricature, a travesty of the thought of Kant. As a young 
student, however, I felt entirely unable to prove my point and to 
contradict the famous professor, who at that time was one of the 
best known and most influential teachers of philosophy at the 
University of Berlin. Paulsen’s own philosophy was a strange eclec- 
ticism that strove to combine various and even incompatible ele- 
ments of thought. In his ontology he maintained a universal 
idealism that came very near to being a system of panpsychism in 
the sense of Gustav Theodor Fechner. But this metaphysical atti- 
tude did not prevent him from upholding a strictly empiristic, even 
skeptical view in his theory of knowledge. In this field he was from 
first to last an admirer and disciple of Hume. He was convinced 
that Kant had failed in his principal task, that he had never suc- 
ceeded in solving the Humian problem. A few months ago I found 
by chance a striking example of this attitude in a preface written 
by Wickham Steed.’ Professor Steed went to Berlin as a student of 
philosophy in the autumn of 1892—at the same time that I was at- 
tending the lectures of Paulsen. But Paulsen could scarcely under- 
stand his interest in German philosophy. “I can’t imagine,” he told 
him, “why you English people come here to study German philoso- 
“To the book of Aurel Kolnai, The War Against the West (New York 1938). 
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phy. You have it all at home, and much more clearly, in David 
Hume.” A man who thought in that way could be a very good 
academic teacher, but could scarcely introduce a student to Kant. 

I made a second attempt to find a clue in the labyrinth of the 
Critique of Pure Reason by attending the lectures of Georg 
Simmel. And here I was lucky from the beginning. Simmel was a 
very original and penetrating thinker. He worked in nearly all 
the fields of modern philosophy, and later he became one of the 
first founders of philosophical sociology. At that time, however, he 
was still a young privatdocent who delivered his lectures before a 
small but very interested and attentive audience. In one of the first 
hours he gave a short bibliography of the literature on Kant. And 
it was on that occasion that I first heard the name of Hermann 
Cohen. Simmel emphasized how much he himself owed to the 
study of Cohen’s books, but he immediately added that those 
books, in spite of their real sagacity and profundity, suffered from 
a very grave defect. They were written, he said, in such an obscure 
style that as yet there was probably no one who had succeeded in 
deciphering them. That was, of course, a great paradox that could 
not fail to make an impression on the mind of a young man. What 
a surprise to hear that, after all, there was a work on Kant which 
the best judges considered to be a true and thorough explanation 
of his fundamental thoughts but which at the same time was de- 
clared to be nearly inaccessible to the common reader! 

Prompt in acting, as suits a boy of nineteen, I resolved to try 
the adventure myself. I bought Cohen’s book, Kants Theorie der 
Erfahrung,’ and began to study it. And here I felt, from the first 
pages, that I was on firm and secure ground. I could by no means 
overcome all the difficulties at once—the less so as I was still imper- 
fectly acquainted with the technical language of philosophy. But 
I pursuec the reading of Cohen’s work, for I was convinced that 
here at last I had found the guide that I had so badly missed and 
so eagerly desired in my study of Kant’s philosophy. After a short 
time I had gone through all the principal works of Cohen, and it 


* First edition, 1871; second revised and enlarged edition, Berlin 1885. 
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was only when I had come to this point that I felt prepared to make 
his personal acquaintance. I went to Marburg, where he held the 
chair of philosophy, and soon became a pupil of Cohen’s and ulti- 
mately one of his most devoted and intimate friends. 

A full account of what seem to me the most important features 
in Cohen’s interpretation of the Kantian system would necessitate 
a highly technical analysis. For those readers who are interested I 
may refer to an article in which I have explicitly treated these 
problems.’ Here it will be enough to offer a few suggestions. 

In the first half of the nineteenth century all German philoso- 
phers were following the path that had been hewed by Kant and 
were attempting to complete his work. But in this task they were 
divided into two different camps. Fichte, Schelling and Hegel 
offered a metaphysical interpretation of the thought of Kant; Fries 
and his pupils, and to a certain extent Herbart, were convinced 
that the true access to Kant could be found only by a new method 
of psychological analysis. It is at this point that Cohen’s work be- 
gan. According to him the first step is to recognize that neither a 
metaphysical nor a psychological method is adequate. Both of them 
miss the point. Kant introduced neither a new metaphysics nor a 
new psychology; what he offered was something quite different— 
a new theory of experience. 

Such a theory cannot and need not go beyond the limits of pos- 
sible experience. It cannot answer any ontological questions about 
the existence or the qualities of the “thing in itself.” But neither is 
it limited to a genetic view, to the problems of the origin of our 
concepts and ideas. A theory of experience is what in modern ter- 
minology we may call a general ‘“‘axiomatic’’ of experience. Such a 
doctrine must be built up on independent logical principles. To 
discover and to establish these principles, first and foremost the 
principles of mathematics and mathematical physics, was the real 
aim of Kant. In pursuing it he had to introduce what he described 
as the “transcendental” method, which, though based on experi- 


*“Hermann Cohen und die Erneuerung der Kantischen Philosophie,” published in 
Kantstudien, vol. 17, no. 3 (1912), on the occasion of Cohen’s seventieth birthday. 
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ence, depends not on mere empirical facts but on the general ‘‘con- 
ditions,” on the “form” of experience. This fundamental form 
cannot be ascertained by mere psychological induction. Induction 
can never lead us to the certainty and the universal validity that 
are required for a true theory of experience. 

Cohen pointed out that all the modern attempts to revive the 
Kantian system failed in this very point. ‘They were made by great 
physicists, like Helmholtz, or by philosophers like Friedrich Albert 
Lange, author of the Geschichte des Materialismus. Helmholtz 
approached the problem from a physiologist’s point of view. He 
thought that he had found a new and convincing proof of Kant’s 
transcendental theory in his doctrine of the specific energy of the 
senses: just as our eye can perceive nothing but light and color, 
our intellect can grasp nothing but what is contained in its funda- 
mental concepts and categories. And the same conception is to be 
found in Lange’s description of the Kantian theory: the whole of 
our experience is based on our specific psychophysical organiza- 
tion; we cannot go beyond this circle; the limits of our sense experi- 
ence are at the same time the limits of our human world. 

But it was Kant himself who warned against such an interpreta- 
tion of his fundamental theory. In a very characteristic passage of 
the Critique of Pure Reason he gave a strict refutation of the 
theory that was later attributed to him. If this theory were true, he 
declared, all our judgments would, a priori, lose their ground. Our 
psychophysical organization is an empirical and therefore a con- 
tingent fact; and how can we hope to found upon such a contingent 
fact the universality and necessity that we claim for an a priori 
principle? 

“There are only two ways,” says Kant, “in which we can account 
for a necessary agreement of experience with the concepts of its 
objects: either experience makes these concepts possible or these 
concepts make experience possible. . . . A middle course may be 
proposed between the two above mentioned, namely, that the cate- 
gories are neither self-thought first principles a priori of our knowl- 
edge, nor derived from experience, but subjective dispositions of 
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thought, implanted in us from the first moment of our existence 
and so ordered by our Creator that their employment is in com- 
plete harmony with the laws of nature in accordance with which 
experience proceeds—a kind of preformation system of pure reason. 
Apart, however, from the objection that on such an hypothesis we 
can set no limit to the assumption of predetermined dispositions 
to future judgments, there is this decisive objection against the 
suggested middle course, that the necessity of the categories, which 
belongs to their very conception, would then have to be sacrificed. 
The concept of cause, for instance, which expresses the necessity 
of an event under a presupposed condition, would be false if it 
rested only on an arbitrary subjective necessity, implanted in us, 
of connecting certain empirical representations according to the 
rule of causal relation. I would not then be able to say that the effect 
is connected with the cause in the object, that is to say, necessarily, 
but only that I am so constituted that I cannot think this repre- 
sentation otherwise than as thus connected. This is exactly what 
the sceptic most desires. For if this be the situation, all our insight, 
resting on the supposed objective validity of our judgments, is 
nothing but sheer illusion; nor would there be wanting people who 
would refuse to admit this subjective necessity which can only be 
felt. Certainly a man cannot dispute with anyone regarding that 
which depends merely on the mode in which he is himself organ- 


994 


ized. 


II 


If from the early books of Cohen we now proceed to the works of 
his old age, in which he presents a full and systematic description 
of his philosophical thought, we are confronted with a serious diffi- 
culty, for what we find here is not only a new direction of thought 
but also a new language. Cohen made use of a philosophical termi- 
nology which in many respects deviated both from the general tra- 
dition and from the Kantian terms. He spoke a strictly technical 


“Critique of Pure Reason, 2nd ed., p. 167, English translation by Norman Kemp- 
Smith (London 1929) p. 175. 
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language that cannot be reproduced here. For present purposes it 
must be enough to give a brief account of the general tendency 
that governs and pervades his whole philosophical work. 

In a certain sense it is easy enough to describe this tendency. 
What Cohen wished to present was a coherent system of philo- 
sophical idealism. And he understood this term in its original and 
classical sense, in the sense in which it was understood by Plato or 
Parmenides. The latter’s dictum that “thinking and being are one 
thing”’ is the essential theme of Cohen’s Logik der reinen Erkennt- 
nis, a theme that is repeated and varied in his Ethik des reinen 
Willens and his Aesthetik des reinen Gefiihls. There is no gulf, 
no difference, between reality and thought. Thought does not re- 
produce an outward reality; it is the foundation and the very core 
of reality. Cohen’s Logik is based on what he called das Prinzip des 
Ursprungs (the principle of origin). By this principle he wished to 
express the fact that there is no being, no objectivity, no “nature 
of things” that does not originate in thought. A reality outside the 
sphere of thought and exempt from its principles and conditions is 
a meaningless concept. 

Thus Cohen rejected a fundamental step in Kant’s theory of 
knowledge, for he did not admit that distinction between “‘sensi- 
bility” and “understanding” (Sinnlichkeit and Verstand) which 
is a cardinal point in Kant’s Critique of Pure Reason. Sensibility is 
described by Kant as the “receptivity” of the human mind, whereas 
understanding is defined as a form of spontaneity. But according 
to Cohen we have to efface the term “receptivity” from our theory 
of knowledge. Neither in its sensuous experience nor in its rational 
activity is the human mind a tabula rasa, an empty tablet upon 
which outward things may make their impressions. It is active in 
all its functions, in perception as well as in conception, in feeling 
as well as in volition. There is no room left for a mere “receptivity” 
in addition to and outside the spontaneity of the human mind. The 

concept of a passive substratum—a mere material that is “given” 
from without, on which the human mind has to impress its own 
form, is to be abandoned in a true and coherent system of philo- 








7, a Ol lUlUclC<it Ch] lC( || lhlUrShUC MJ!{. sO) 








— ewe 














HERMANN COHEN 227 


sophical idealism. ““‘Dem Denken darf nichts als gegeben gelten.” 

This general thesis wins new significance if we pass from the 
field of theoretical philosophy to the field of practical philosophy. 
What is called “spontaneity” in the domain of logic appears in the 
domain of ethics under a new name. But this change of name is 
not a change of principle. The fundamental law of truth (das 
Grundgesetz der Wahrheit) is the same for logic and for morality. 
The latter is the theory of “pure will,” in the same sense in which 
logic is the theory of “pure knowledge.” All moral truth is based 
on the principle of autonomy. As soon as we leave or restrict the 
autonomy of the human will we lose our ethical ground. 

Thus rationality, according to Cohen, is the outstanding feature 
and the characteristic mark of every true system of morality. ‘““With- 
out knowledge,” he says, “there is no idea of man and no idea of 
morality. Inspiration, imagination, mere reception or learning 
from other sources or spirits, are not possible foundations of knowl- 
edge; and just as little can they be regarded as true foundations of 
morality or of our idea of man. Knowledge is knowledge out of 
presuppositions and principles which the knowing one himself 
must account for, in each single step.”* For the moral law, there- 
fore, there is no other “lawgiver” than the human mind itself. 
There is no other authority to which we can appeal, no authority 
of a superhuman power or a holy scripture. “Only by our own 
action can morality become a true reality. For this action God 
means nothing else than, so to speak, the possibility of an ideal 
pattern and scheme.””® 

But when he had arrived at this point of his intellectual evolu- 
tion Cohen had to face a very grave problem. He was animated bya 
deep religious faith. From his early childhood he had learned to 
read the Bible and the other sources of Judaism; his father, a Jew- 
ish teacher, was his first instructor in Hebrew and in the Jewish 
religion. Later on he was a student of Jewish theology at the semi- 


*“Religion und Sittlichkeit” (1907), published in Jiidische Schriften, ed. by Bruno 
Strauss (Berlin 1924) vol. 3, p. 111. 
*Ibid., vol. 3, p. 138. 
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nar in Breslau. Had he to give up and to forget all this when he 
became a philosopher? Oz could he reserve a place for the funda- 
mental problems of religion in his philosophical system? The 
answer to this question was not easy; and in studying the books of 
Cohen we perceive a certain tension, a sort of inward struggle, with 
regard to this problem. 

As a philosopher Cohen was not inclined toward any compro- 
mise. He did not hesitate to draw the most radical consequences 
from his premises. And according to these premises he could not 
admit a separate source of religious truth, a special revelation. 
There was no room for a religious truth apart from an intellectual 
or moral truth. In consequence of this, Cohen’s system of philoso- 
phy does not contain a philosophy of religion as a separate and inde- 
pendent part. We find in this system a philosophy of knowledge, 
a moral philosophy, a philosophy of art, but no philosophy of re- 
ligion. In his Ethik des reinen Willens Cohen expressly declared 
that religion is to be resolved into morality. He admitted that the 
idea of God is an integral part of philosophical ethics, but denied 
that this idea introduces a new and independent principle. In a 
thorough philosophical analysis the idea of God, when understood 
in its true sense and when purified of all anthropomorphic ele- 
ments, coincides with the idea of the Good. In a later treatise, Der 
Begriff der Religion im System der Philosophie, Cohen somewhat 
modified this view. Here he seems to allow to religion a greater in- 
dependence, and to reserve for it a special category, that of indi- 
viduality. But even in this modification he made a characteristic 
restriction. 

Schleiermacher, in his Reden iiber die Religion, tried to derive 
religion from a special feeling that he called ‘“‘das Gefiihl der 
schlechthinigen Abhiangigkeit,” the feeling of absolute depen- 
dence. If this were true, Cohen objected, there could be no philo- 
sophical approach to religion and no possible reconciliation be- 
tween religion and philosophy. According to the fundamental defi- 
nition given by Cohen, philosophy is based on spontaneity not on 
receptivity. It means freedom and autonomy instead of absolute 
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dependence. If we cannot build up a religion of freedom we have 
to renounce every hope of finding philosophical religion. But 
Cohen did not admit that in order to establish the truth of religion 
we have to deny or restrict the power of theoretical thought. 
Religion in its true and genuine sense is to be proved by the 
strength of man, not by his weakness or infirmity. And the true 
strength of man rests on the power of his intellect and his moral 
consciousness: Religion cannot intend to mutilate these powers. 
Its real aim is to complete them, to bring them to their highest 
perfection and to direct them to one and the same end. 

This is the philosophical concept and the philosophical ideal of 
religion that are maintained and defended in all the works of 
Cohen. But he was perfectly aware, of course, that religion in its 
concrete, actual, historical existence does not coincide with this 
conception. Religion always contains an element that is unac- 
countable from the point of view of speculative thought. Its origin 
is mythical, not intellectual or ethical. Even in its highest stage 
religion can never deny or forget this mythical background. Myth 
is not merely an accidental feature that accompanies the life and 
the development of religion: it pervades its whole essence. If we 
cut off the mythical roots of religion it becomes lifeless and ineffec- 
tive. Therefore it would be hopeless to attempt to describe religion 
wholly in terms of a philosophical system or an ethical ideal. 
Religion is not a system of thought, nor is it a code of moral de- 
mands. The roots of its historical existence and of its real meaning 
are to be sought in our emotional and imaginative life. 

Cohen did not contest or minimize this intimate and indispen- 
sable connection between myth and religion, but he saw in it only a 
first and preliminary step: he described the evolution of religion 
as an evolution from mythical thought and feeling to prophetic 
thought and feeling. In the books of the prophets, in Isaiah and 
Jeremiah, he found the consummation, the culminating point of 
religion. Even here the mythical elements are by no means eradi- 
cated, but they are overshadowed by a new ideal. “All civilization,” 
declared Cohen, “has grown out of mythical thought—knowledge 
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as well as morality, poetry and all the other arts. Civilization in all 
its different fundamental directions has unfolded from mythical 
elements.” But man, in the course of his intellectual, moral and 
religious history, has gradually won a new perspective. Instead of 
interpreting his life from the point of view of the mythical past 
he has begun to understand it from the point of view of its ultimate 
end: the idea and the ideal of the future have overcome the belief 
in the mythical past. 

“Myth,” said Cohen, “goes back to the first beginnings, to 
the primeval age. It is here that man finds the roots of the holy 
and the religious. The holy has the worth and the dignity of an 
immemorial past. From this mythical time we come to a cosmic 
time. The divine is not only to be regarded as the beginning of 
time, as the origin in which religious thought and religious feeling 
are absorbed. It stands before us as the present and eternal order 
of nature, as a cosmic order. Even Plato speaks of the stars as ‘visible 
gods.’ In the unchangeable course, the periodical movement of the 
heavenly bodies, we contemplate an unalterable divine order al- 
ways identical with itself. The prophets, however, speak neither 
of the mythical primordial time nor of the cosmic time. They are 
inspired by the vision of the future time. The future, not the past 
or the present, becomes the true revelation of God. And this new 
religious point of view means also a new orientation of human life 
and a new ideal of humanity.” 

The very essence of monotheism is now to be understood in a 
new and more profound sense. Myth has nothing in common with 
this ideal of monotheism. Myth is interested in clan, in tribe, in 
nation; no heathen myth ever directed its view upon humanity. 
“The idea of humanity,” said Cohen, “is the fruit and issue of the 
unity of God. The prophets, by defying the mythical relation be- 
tween God and man, could implant the correlation between man 
and man into the original soil of prophetic religion. It was only by 
the idea of the unity of God that they were able to discover the 
unity of mankind—that highest thought of morality.” 

Cohen emphatically denied the view that the God revealed and 
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proclaimed by the prophets was nothing more than a national God. 
The Messiah predicted by the prophets is to be understood not as a 
national but as a universal redeemer. “Providence is divine if it 
does not take into account a special individual in particular, nor a 
special nation, but if it regards the whole of mankind.” This cul- 
minating point of Jewish prophecy, this belief in the future of 
mankind, is the content of the idea of a Messiah. “Man is not at 
liberty to seek his supreme salvation simply in his nationality, 
much less, as nowadays they venture to say, in his pretended race. 
He must open his heart to more universal historical motives.”* 

It may be objected, and it has often been objected, that this inter- 
pretation of the fundamental ideas of Judaism and of religion in 
general is not an historical description but an idealization of the 
religious facts. Cohen did not fear this objection. As a matter of 
fact, it was quite unintelligible from his point of view, for he was 
one of the most resolute Platonists that has ever appeared in the 
history of philosophy. As a Platonist he could not think of the 
“idea”’ as a lower or derivative reality that is to be subordinated to 
the phenomena, to the empirical facts. The idea was to him the 
Urbild, not the Abbild; the archetype, not the mere copy of things. 
Without such an ideal archetype we could never understand the 
true life, the deepest tendency of religion. Therefore idealization 
is by no means a mutilation or falsification of the historical facts. 
It is purification—and it is only in this continual process of purifi- 
cation that the true sense of religious facts can be discovered. 
“Without sympathy,” wrote Cohen, “without the presupposition 
that in all mature religions true humanity or, what means the 
same, true divinity is striving for its development, we cannot un- 
derstand and we cannot judge any positive religion. Idealization is 
the first condition—for everyone who confesses a religion and just 
as much and no less for everyone who wishes to judge its value.””* 


" Ibid., vol. 3, p. 165. 

*“Die Bedeutung des Judentums fiir den religiésen Fortschritt der Menschheit,” 
address delivered at the Fifth World Congress for Free Christianity and Religious 
Progress (1910) , published in Jiidische Schriften (cited above) vol. 1, p. 18. 
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A survey of Cohen’s fundamental theoretical views would re- 
main inadequate if it made no mention of his social and political 
views. Cohen was no politician in the proper sense of the term. He 
did not intend to play a political role, and he did not subscribe to 
the program of any political party. But he was deeply interested in 
all the political and social problems of his time, and on many occa- 
sions he expressed in clear and energetic words his fundamental 
convictions. He had the deepest sympathy for the working class; 
he was aware of its needs and he defended its claims. In this respect 
he was always a “socialist” —even at a time in which a profession of 
socialism was very dangerous for a professor at a German university. 
But he could never adopt an “orthodox”’ socialism. His whole phi- 
losophy was in strongest opposition to the fundamental views of 
Marxism, to “economic materialism.” “Who could ever have 
thought,” he remarked in one of his papers, “that the great political 
party which fights out the social problem in all its consequences, 
should regard materialism as its true basis and its principal dogma? 
This program and this party grew from the soil of idealism. Histor- 
ical materialism is the strongest contradiction to that ethical ideal- 
ism in which socialism has both its theoretical and its historical 
roots.”” Even in this respect the philosophy of Cohen was thor- 
oughly consistent; from the beginning to the end it was made 
from the same mold. 

I should like to conclude this short survey of Cohen’s doctrine 
with words that he himself spoke, thirty years ago, when address- 
ing the World Congress for Free Christianity and Religious Prog- 
ress. They express in a very clear and striking way the spirit that 
pervaded all his works and gave to his various efforts an intellectual 
unity and a personal harmony. ‘We have to regain the belief in 
moral regeneration, in the moral future of mankind. We have to 
regain this belief in the face of and in spite of the egoism of nations 
and the materialism of classes. The true living God cannot breathe 
except in social morality and cosmopolitan humanity.” 


(Yale University) 
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THE BEVERIDGE PLAN’ 


WHEN an outstanding English educator was asked whether the edu- 
cational plans for the postwar period, now being discussed in England, 
contained revolutionary ideas, his answer was that the plans would not 
be English if they were revolutionary. The Beveridge plan is very 
English in its non-revolutionary character, and yet its reforms are so 
bold that it confirms the statement of the report: “a revolutionary mo- 
ment in the world’s history is a time for revolution, not for patching” 


(p. 6). 
I 


The plan aims at the abolition of want, through measures of social 
security. These are to provide an income when earnings are “inter- 
rupted by unemployment, sickness or accident . . . retirement through 
age ... death of another person,” and are to make it possible to “meet 
exceptional expenditures such as those connected with birth, death and 
marriage” (p. 120). Social security includes social insurance, supple- 
mented by voluntary insurance and national assistance. The last is a 
non-contributory scheme which provides help based on a means test. 

The great reform ideas in the proposal are: first, extension of the 
scope of social security to the whole population, regardless of age, sex or 
occupation; second, extension of the scope to a large variety of risks, 
covering all the main contingencies of life; third, unification and im- 
provement of benefits in order to assure a minimum level of income; and 
fourth, unification and simplification of all insurance schemes and cén- 
tributions. These four principles may be considered in some detail. 

1. That the plan extends the scope of insurance to all citizens, re- 
gardless of whether they are employers, employees or not working at all, 
means recognition of the fact that labor has ceased to be the destitute 
class of society. Not one stratum but the whole people faces insecurity. 
For insurance purposes the population is divided, according to different 
needs, into six classes, four of them of working age. The first class, con- 
sisting of employees (18.4 million in 1939), will be insured for unem- 
ployment, disability, old age and death. The same contingencies, except 
unemployment, are insured for the second class, which consists of per- 
sons working on their own account, such as farmers and traders (2.5 
million), though for them disability will be insured only if and to the 

* Beveridge, Sir William, Social Insurance and Allied Services, New York, Macmillan, 
1942, 299 pp., $1. 
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extent that it lasts longer than thirteen weeks, because it would be diffi- 
cult to check up on short illnesses of persons not working as employees. 
Housewives (about g.3 million, if those gainfully employed are in- 
cluded) form the third class; provisions for them will be discussed pres- 
ently. Other persons of working age not gainfully employed (2.4 
million) constitute the fourth class, which will receive all benefits ex- 
cept unemployment and disability insurance. For the fifth class—those 
below working age—children’s allowances will be paid. The sixth class 
—persons beyond working age (4.3 million) —will receive retirement 
pensions. Medical treatment will be made available to the whole popula- 
tion. 

In order to understand the progress which the plan proposes it should 
be remembered that according to the latest official figures the following 
percentages of the gainfully employed population were covered by 
social insurance before the outbreak of the war, against the following 
risks: old age, go percent; health, 88 percent; unemployment, 66 per- 
cent; and a still higher percentage against industrial accidents. The 
plan suggests two extensions: first, the inclusion of employees who have 
so far been excepted, that is, those in particular occupations (civil 
servants, nurses and the like) and those in non-manual occupations 
who receive remuneration of more than £420 a year; and second—and 
more striking—the inclusion of those who are not wage or salary earners, 
such as persons working on their own account and persons who are not 
gainfully employed (housewives and children) . 

The inclusion of housewives, which means the recognition of the 
family as a unit, is a landmark in social policy. Hitherto the wage system 
and British social insurance have concentrated on the breadwinner, 
either ignoring the family members (as children are ignored in health 
insurance) or recognizing them merely as dependents. Now husband 
and wife are treated as a team, and the maintenance of the family be- 
comes the chief concern. Housewives who are not gainfully occupied 
are recognized as a class performing special services and having special 
needs. Since only one-eighth of married women were gainfully em- 
ployed before the war, housewives will be a numerically important 
group. 

2. The other extension of coverage concerns risks. Eight types of 
needs are recognized as compensable. 

Unemployment will be met by cash benefits granted without a means 
test and extending as long as the insured person of working age remains 
unemployed and available for work. After a limited period of unem- 
ployment the recipient of the benefit will be obliged, however, to attend 
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training courses. Expenses for removal and for temporary lodging will 
be granted to persons who take training at a distance from their present 
homes. Unemployment benefits are in general limited to Class One. It 
is proposed to make them voluntary for employed married women. 
Employees who continue to work after reaching the minimum retire- 
ment age (65 for men, 60 for women) may receive unemployment bene- 
fits for a limited time. 

Loss of livelihood by a person not dependent on employment (Classes 
Two and Four) will be met by training benefits intended to facilitate 
a change of occupation. 

Disability for the pursuit of gainful employment, arising from acci- 
dent or illness, will be compensated by a benefit, indefinite in duration, 
subject to acceptance of suitable medical treatment or vocational train- 
ing. Workmen’s compensation as a separate branch will be superseded, 
but important differences will continue to be made between disability 
(after thirteen weeks) which is due to industrial accidents or industrial 
disease, and disability which is due to other than industrial causes. In 
regard to medical services, which are utterly inadequate in the existing 
scheme, the plan states merely the principle that hospital, dental and 
specialist treatment, and every necessary service, shall be included and 
made available to everyone. Rehabilitation, hitherto a big gap in medi- 
cal services, shall be provided for all persons capable of profiting by it. 
Medical treatment shall remain separate from cash benefit administra- 
tion. No definite proposals are made as to the methods of application. 

At time of death, irrespective of the cause, funeral grants will be paid 
for everyone and, in addition, lump sums to dependents if death was 
caused by industrial accident or industrial disease. Funeral grants were 
omitted from health insurance in 1911 because of the opposition of in- 
surance companies. 

Old age will be met by retirement pensions, in regard to which four 
reforms are proposed. First, pensions will be made applicable to the 
whole population. Second, they will be made conditional on abstention 
from gainful occupation. Third, the present threefold system—which 
provides either contributory or non-contributory pensions and, if nec- 
essary, supplementary pensions—will eventually be replaced by con- 
tributory pensions on the subsistence level, which may be increased by 
voluntary insurance. The financial burden for old age pensions will be- 
come very great in the future, because of the increasing proportion of 
old people in the total population—from 8.1 percent in 1936 to 11.2 in 
1951. Therefore, in view of the vital need to conserve resources, a transi- 
tion period of twenty years is envisaged, starting in 1945, during which 
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benefits will be gradually brought up to the full basic rate. During this 
period needs not covered by contributory pensions will be met by ade- 
quate assistance. Fourth, since the plan does not intend to hasten re- 
tirement, people will be allowed to go on working and contributing 
after reaching the retirement age, thereby increasing their basic benefit 
rate. 

Needs of married women will be covered by five provisions. First, a 
marriage grant is envisaged, though this is not considered essential. 
Second, a maternity grant will be made, in order to cover part of the 
costs, and medical, midwife and nursing services will be granted as part 
of the health program; gainfully employed women will also receive 
maternity benefits for thirteen weeks, at 50 percent above the standard 
rate. Third, during the husband’s unemployment, disability or retire- 
ment, joint benefits or pensions will be paid to cover the subsistence of 
both husband and wife. Fourth, household help in case of a housewife’s 
illness may be included. Fifth, widows will be treated according to cir- 
cumstances. The existing scheme has been unduly generous in pension- 
ing young widows without children. In the future every widow will re- 
ceive a temporary pension for thirteen weeks (at 50 percent more than 
the standard rate), followed by a training benefit, if necessary. If she 
is caring for children the widow will receive a guardian benefit at the 
standard rate, in addition to children’s allowances, thus enabling her to 
get along without earning her living, and if she is above 60 years of age 
she will have also a retirement pension. For a gainfully occupied widow 
the guardian benefit will be adjusted to earnings. Similar rules may ap- 
ply to women separated or divorced not through their own fault. 

A married woman who is gainfully occupied has the right to claim 
exemption from contribution, though the employer has to pay. If she 
does not contribute she will be treated as a non-occupied married 
woman, though she may still receive a special maternity benefit. If she 
contributes she will receive a pension on her own retirement, or in the 
event of unemployment or disability, at two-thirds of the normal benefit 
rate. A reduction of unemployment and sick benefits for married women 
has been customary in English social insurance because their needs are 
smaller than those of single women, and because they have frequently 
drawn unemployment benefits without seriously searching for employ- 
ment. 

Needs of children will be met by children’s allowances. These will be 
provided wholly out of taxation, and will continue until the child is 
15, or, if he is being educated (full-time), until the age of 16. In earning 
families the first child will be omitted from allowances. This guarantee 
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of a minimum to all children of the nation is intended to meet two prob- 
lems, the falling birth rate and the poverty of large families. 

For needs not covered by social insurance national assistance will be 
granted. It is the purpose of the plan to cover the main contingencies by 
social insurance, leaving only small residues to assistance. But these 
small areas will remain. Old age pensions must be continued on a non- 
contributory basis until the insurance plan has fully matured. There 
will be persons who fail to qualify for the benefit they need, or are 
never fit to work, persons with abnormal needs or otherwise not suited 
for insurance. There are those who are disqualified for unemployment 
benefits on grounds of refusal to accept suitable employment, dismissal 
for misconduct, failure to attend a training course. There will be per- 
sons on strike, for whom special regulations may be made. For all of 
these assistance will be provided under a unified means test on a na- 
tional scheme. For blind persons, who are at present eligible for non- 
contributory pensions at the age of 40, a new system will be worked out. 
Amendments may regulate assistance provided in the form of loans or 
in kind. 

3. The third reform proposed, besides extension of coverage as to 
persons and contingencies, is that benefits be coordinated in the various 
insurance branches, and made adequate for subsistence in amount and 
duration. Flat rate benefits regardless of income, which have been tradi- 
tional in the British social insurance systems and distinguish them from 
most European schemes, will be maintained, except in workmen’s com- 
pensation. The flat rate system makes unification easier but makes 
adequacy more difficult. A special committee has calculated the sub- 
sistence needs for various groups on the price level of 1938 plus 25 
percent. Rates fixed according to this calculation will be provisional, 
to be adjusted to the value of money after the war. No income will be 
allowed to fall below the subsistence level. 

Hitherto unemployment benefits have been more generous than old 
age pensions or benefits for sickness and invalidity, and this has resulted 
in a pressure on the Unemployment Fund. Health benefits, old age in- 
surance and workmen’s compensation have been far below the subsis- 
tence level, and in many cases have had to be supplemented, both in 
duration and in amount, by assistance or poor law benefits or private 
charity. 

One out of every twelve old age pensions had to be supplemented 
in January 1936. In old age insurance standard pensions in 1939 were 
only $2.02 (10 shillings) a week. In 1940 and again in 1942 they were 
increased, subject to a means test, to $4.44 for single persons and $7.47 
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for man and wife if both were pensioners. Even these sums were too 
small. 

The fact that many employees were voluntarily insured for additional 
sick benefits has been used as an excuse for keeping the public provisions 
at a very low level. Therefore the persons who were least protected in 
times of illness were those who were least able to make voluntary pro- 
visions and most likely to become destitute. An increase in benefits was 
prevented by the political pressure of the Approved Societies which 
provided cash benefits for sickness. 

Workmen's compensation, too, has been inadequate. It is fixed in 
each case either by private agreement or by decision of a law court. 
Maximum limits for total incapacity amount to about one-half the 
previous earnings, or $6.00 a week (slightly raised and supplemented by 
children’s allowances since 1940). Since lump sum settlements instead 
of weekly payments are allowed, the injured worker, who is frequently 
in urgent need of money and cannot wait, is inclined to agree to quickly 
established, inadequate lump sum settlements. 

The Beveridge plan proposes uniform standard rates for the main 
contingencies. No distinction is made between the sexes, but the rates 
can be supplemented or varied in special cases, as in workmen’s com- 
pensation. There are joint rates for husband and wife, rates for single 
persons (lower for young persons), a special rate for children, adult 
dependents and widows. This unification will abolish the existing un- 

justifiable discrepancies. 

Unemployment and disability benefits, basic retirement pensions 
(after the transition period) and training benefits will be at the same 
rate. From an American’s viewpoint even this rate is low: $8.08 joint 
weekly benefits for man and wife, with a lower rate for a single person 
($4.85) or for a man whose wife is working, and a still lower one for 
younger people. To these and other benefits, however, children’s allow- 
ances are added, at the rate of $1.62 a week per child ($3.20 for adult 
dependents), thus raising the weekly benefits of a family with two 
children to $11.31, while so far it has been $7.68 a week in unemploy- 
ment and $3.64 in health insurance (with additional benefits in some 
societies). The projected benefits and pensions are in most cases double 
or more than double the prewar rates. Moreover, it requires more than 
a mere conversion of money rates to measure the purchasing power of 
the shilling in terms of dollars. And Sir William explains that the 
figures he proposes are not sacrosanct. Only the structure of the 
machinery has been designed. It can be employed for whatever degree 
of security the government may think appropriate and affordable. 
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Special provisions have been made for workmen’s compensation, 
where the problem is to guarantee subsistence while maintaining varia- 
bility. The first will be achieved by entitling the worker to thirteen 
weeks disability benefit at the standard rate. During this period an 
appropriate compensation can be fixed. Lump sum payments will be 
abolished. After thirteen weeks compensation will vary according to 
the degree of incapacity and previous earnings. As in most European 
systems, compensation will be two-thirds of the lost earnings in case of 
full incapacity, with minimum limits and additional children’s allow- 
ances. It is proposed to take compensation cases out of the ordinary 
courts of law. 

Other inequalities and differentiations which developed during the 
slow growth of the present schemes are also to be abolished. The variety 
of means tests will be reduced to one, applied in cases of assistance. 
The waiting time will be unified to three days in cases of unemploy- 
ment and disability of all kinds; that is, benefits will not be paid for 
the first three days of unemployment or disability unless it lasts four 
weeks. The qualifying conditions for insured persons will become less 
complicated. 

4. Unification, simplification and centralization of administration 
will be advanced, although the British system is already comparatively 
simple and, except in health insurance, highly centralized. All benefits, 
including assistance and voluntary insurance, will be administered by 
the Ministry of Social Security, with local offices within reach of all 
insured persons without being under the jurisdiction or control of local 
authorities. 

This means the disappearance of poor law authorities for all non- 
institutional help. The medical service will be administered by the 
Ministry of Health, which will collaborate with the Ministry of Social 
Security through a joint committee. Thus social security functions, now 
»erformed by several ministries, will be concentrated. The Ministry of 
Labour and National Service will lose unemployment insurance and 
the employment service; the Health Department will abandon the ad- 
ministration of cash benefits for sickness; the Home Office will give up 
workmen’s compensation; the Customs and Excise Department in the 
Treasury will give up the administration of non-contributory pensions, 
which it had to take over in 1908 when there was no other national 
authority available with a local organization. 

In the various branches administration will be reformed. The special 
schemes of unemployment insurance for agriculture, for banking and 
finance and for insurance will be amalgamated in the general scheme of 
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social insurance. Separation was based on the principle of insurance 
by industry, which will be abandoned. 

Simplification and the requirement of a national minimum necessi- 
tate the displacement of the heterogeneous Approved Societies, which 
compete with one another in health insurance, providing cash benefits 
for go percent of the 18.7 million insured employees. These societies 
are composed of Industrial Life Offices (business associations that 
existed when social insurance was introduced and established non-profit 
departments to qualify as social insurance bodies), friendly societies, 
and administrative bodies for the funds of trade unions and of employ- 
ers’ organizations. The employers’ funds have been of little importance, 
but 46.6 percent of the insured belonged to Industrial Life Offices, 44.8 
to friendly societies, 8.1 to trade union societies. This large variety of 
about 6,600 competing units, unequally distributed over the country, 
involving different procedures for determination of claims and for 
appeal, and different principles of decision, some of them too small to 
justify existence, is an expensive machinery and a great obstacle to the 
development of health and non-industrial disability insurance. Only a 
few of the societies are territorially divided, and no guide is provided 
for the worker as to which he should choose. Their benefits differ ac- 
cording to their financial strength. 

The new plan regards the system of Approved Societies as inconsistent 
with the principle of the national minimum, and proposes to maintain 
only friendly societies and trade unions. These will be utilized for the 
administration of voluntary insurance, and possibly also of compulsory 
insurance if they give a substantial benefit to members from their own 
resources, are not operated for profit and are effectively self-governing, 
with an efficient system for visiting sick members. 

The uneconomic and wasteful Industrial Life Offices will be replaced 
also in the field of burial insurance. These offices, at great cost, use 65,- 
ooo agents in the collection of premiums, and sell more insurance than 
the worker can afford. Forfeiture of many policies has been the result. 
Sir William gives the amazing figure of 634 million policies prematurely 
ended each year (during 1937-39), while about 10 million policies were 
issued each year. Of those prematurely ended “34 of a million were 
policies not taken up; about 314 million represented outright forfei- 
tures after the policy had been taken up and premiums paid upon it; 
and about 234 million were converted into free policies for reduced 
sums or surrendered for cash” (p. 264). The offices’ administration and 
business practices have been criticized by many government committees. 
Since Industrial Life Offices, according to the plan, have to give up par- 
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ticipation in health and funeral insurance, it is proposed to transfer 
them from commercial undertakings into a public service under an In- 
dustrial Assurance Board. This proposal is not considered essential, but 
is put forward as the “best solution in the interests alike of the public 
and the staff.” 

The present workmen’s compensation organization will be super- 
seded by the unified plan for social security, but special characteristics 
of the old system will be maintained. The plan suggests that a statutory 
association of employers and employees be set up in every hazardous 
industry to deal with the promotion of safety and rehabilitation. 

The centralization of social insurance in one ministry, and the taking 
over of health, invalidity and funeral insurance into direct state admin- 
istration, will abolish many administrative complexities. The state will 
be in a position to keep expenses down, to abolish clumsiness and to 
deal with all claims on the same terms. 

Financing, too, has been unified, the resultant simplification being 
expected to save two-thirds of the present costs of administration. A 
single flat weekly contribution, graded according to age, sex and class, 
is applicable to all benefits, and payable on a single document. House- 
wives are insured by virtue of their husbands’ contributions, and there- 
fore men’s contributions are higher than women’s, in spite of the 
equality in benefits. Children and retired persons do not contribute. 
Persons working on their own account or not gainfully employed pay 
the contributions alone, but for employees the tripartite scheme of 
contributions by employees, employers and the state has been main- 
tained. The contribution will cover a substantial part of the cost of 
medical services, the balance being met by general taxation. Cost of 
appliances may be partly met by the recipients. The maximum con- 
tribution rate—for male employees over 21 years of age—is envisaged as 
$1.52 a week, the employee paying $.86 and the employer $.66. It has 
been calculated that the expenditure of the average employee’s family 

(containing 1.75 wage-earners) for the services proposed in the plan is 
today $1.18, which is higher than is required by the plan. 

In workmen’s compensation part of the risk will be borne by a special 
levy on firms in industries scheduled as more hazardous than others. 
Part of the excess costs of such industries will be pooled as their share 
in the weekly contribution. A new factor in this arrangement is that 
employees will carry a small share as part of their unified contributions. 

The joint contributions of employers and insured employees are de- 
signed to provide two-thirds of the cost of unemployment insurance; 
five-sixths of the cost of retirement pensions and of maternity and dis- 


242 SOCIAL RESEARCH 


ability insurance (other than that covered by the industrial disability 
levy) for new participants entering the scheme at the age of 16; the 
whole cost of marriage and funeral grants; five-sixths of the cost of other 
benefits; and a payment toward the cost of health and rehabilitation 
services. The National Exchequer will provide the remaining propor- 
tions, plus children’s allowances and national assistance. Contribu- 
tions will be kept in a Social Insurance Fund, and it will be decided later 
whether or not they will be earmarked for specific purposes. 

The total security budget has been estimated at 697 million pounds in 
1945 (2.8 billion dollars), of which 53 percent would be for insurance, 
and at 858 million pounds in 1965, with 64 percent for insurance, the 
increase being due mainly to the rising cost of retirement pensions. 
Even in the latter year the total expenditure is not expected to entail 
a redistribution of more than 10 percent of the national income. In 
1945 the insured persons would contribute 194 million pounds (28 
percent), employers 137 million (20 percent) and the Exchequer 351 
million (50 percent), the remaining 15 million being mainly interest, 
whereas under the existing schemes the prospective expenditure for 
that year is 432 million pounds, of which employees would pay 69 and 
employers 83 million. The total additional cost of the new plan would 
thus be 265 million pounds in 1945, with the state carrying 86 million 
of the increase. This difference is too high, however, inasmuch as the 
old schemes do not include hospital and funeral insurance (now 
covered voluntarily), children’s allowances or additional medical ser- 
vices. Some of the estimates are, of course, highly speculative, especially 
those concerning costs of health services or the future rate of unemploy- 
ment. Moreover, the cost of the plan itself will be only part of the cost 
of reconstruction. 


II 


The Beveridge plan is a bold, imaginative and constructive attempt to 
guarantee a life of decency and economic security to the English people. 
It continues the tradition of reform which started when the Minority 
Report of the Poor Law Commission of 1909 demanded the breaking 
up of the Poor Law. The new plan will remove the English people from 
the taint of local poor relief. It is in line with the program of the Webbs 
to abolish poverty, and with their statement that the systematic coordi- 
nation and completion of social insurance constitute one of the greatest 
political problems of the century. 

The plan involves no fundamental reorganization of the economic 
system. Private enterprise will remain paramount. The problem of a 
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direct abolition or reduction of unemployment lies outside its scope. 
But by subsidizing consumption and maintaining minimum incomes, 
and thereby stabilizing demand in good and bad times, the plan may 
prove instrumental in preventing decreases in production. The removal 
of certain fears and privations may help to gear up productive power. 

The reform lies in the field of income redistribution. The plan 
spreads the available resources; it shifts income from the well-to-do to 
the underprivileged; it redistributes purchasing power among wage- 
earners themselves as between times of earning and of not earning, times 
of heavy and of light family responsibilities. If carried through it will 
provide a national minimum of subsistence and health services, ade- 
quate for the total population, both in amount and in duration. Pen- 
sions will be granted after relatively short qualifying periods. Wages 
will be affected, although children’s allowances payable while working 
will to some extent overcome the danger that unemployment or dis- 
ability benefits might equal or exceed earnings during work. Allowances 
and wages must be coordinated, however, lest people draw more when 
out of work than when employed. An all-round minimum wage law may 
become a necessary complement. 

The plan has maintained the insurance principle, and even extended 
its application, although its abandonment might have meant an impor- 
tant simplification. There are various financial and psychological rea- 
sons for that, all of interest to those who recommend the replacement of 
the ill-constructed unemployment insurance schemes in this country 
by general relief. Financing from general taxation would have met 
greater difficulties than financing by contribution. “The insured person 
should not feel that income for idleness, however caused, can come from 
a bottomless purse” (p. 12) . Moreover, the insured persons would rather 
pay than not pay. It seems to them that their contribution is the 
strongest ground for repudiating the deeply detested means tests, and 
they feel that by contributing they are receiving security not as a charity 
but as a right. Social insurance is the bulwark of self-respect. Strict pri- 
vate insurance principles have been abandoned, however. Risks are 
pooled and premiums are not adjusted to risks, except in so far as sepa- 
ration of risks serves a social purpose, as in workmen’s compensation, 
where it may help in the avoidance of danger. A larger proportion of 
the ultimate burden will be laid on the taxpayer than is at present the 


case. 

In spite of its thorough preparation, the plan contains many questions 
which only future development can answer. Can an impoverished state 
stand an additional heavy load on top of an already unprecedented tax 
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burden? Will contributions impose too large a burden on farmers and 
farm workers, for whom a special scheme is now in effect because they 
are considered too weak to be included in the general scheme? The plan 
is built on the assumption that production, trade and investment can 
be maintained at a high level, that the average rate of unemployment 
will not surpass 814 percent in the postwar period. But at no time from 
1924 to 1939 did average unemployment fall to this figure. If these as- 
sumptions fail, if mass unemployment cannot be avoided, the system 
will be financially endangered. On the other hand, if the national in- 
come is maintained at the level achieved before the war, and unemploy- 
ment kept low, the financial realization of the plan is perfectly feasible. 

Another question is whether incentives will safeguard unemployment 
insurance against abuse. In its present form the plan puts a premium on 
work only in demanding participation in training courses after a period 
of idleness, a device that will be insufficient in an overcrowded labor 
market. 

Will the estimated costs of medical services be much too low, espe- 
cially since this branch will be largely expanded by the inclusion of 
thus far neglected preventive functions? Some of the most contested 
issues will come up in the discussion of medical service, such as free 
choice of doctors, and their representation in the national, regional 
and local bodies that will control the service. 

Acceptance of the plan’* would strengthen reforms in the United 
States. The Beveridge plan is British, and cannot be transferred to any 
other country; every social insurance system is based on tradition and 
national character. But many problems of the same nature are coming 
up in every country, and their elaborate discussion in this plan will 
help in building other schemes. The report includes not only proposals 
but also a discussion of pros and cons, and of other possibilities (in deal- 
ing with rent, for example). It gives considerable space to proposals 
finally rejected by the committee, and in some parts it claims to be 
no more than a basis for discussion and argument. There is much to be 
learned from the working methods of the Interdepartmental Commit- 
tee on Social Insurance and Allied Services, which in the best English 
tradition consulted in one and a half years every significant office and 
agency concerned, and many individuals in all strata of society. In 
reading the report one feels that the people have spoken. 

The plan, received with great enthusiasm, is fully supported by the 
trade unions and the Labour party. But opposition certainly exists. The 


* On February 18, 1943, Parliament rejected the proposal to put the plan into effect 
at once and to create a Ministry of Social Security. 
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old partisans of individualism will be alarmed by the idea of taking 
the whole of human existence, from birth to death, under the protec- 
tion of the state. Some employers will be alarmed about the increase of 
their contributions, about the effect of benefits on wages. Many doctors 
will be antagonistic to including the entire population in a public 
medical service, which necessarily involves a great limitation of pri- 
vate practice. Voluntary hospitals may resent the change of control and 
administration which will become necessary. The assurance associations 
cannot but fight against the proposed cut in their business. Attempts 


Ynay be made to whittle the plan down. Technical questions remain to 


be criticized and discussed. 

But the case for a scheme that would order life on a basis of decency 
and humanity is so strong that the majority of the people will fight for 
it. The program is so comprehensive, so carefully planned, so filled with 
practical idealism that, as a whole, it cannot be attacked. It will not 
create a new society, but it will essentially contribute toward a better 


one. 


FRIEDA WUNDERLICH 
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MILLSPAUGH, ARTHUR C. Peace Plans and American Choices. 
Washington: Brookings Institution. 1942. vii & 107 pp. $1. 

With the avowed purpose of assisting the people of the United States 
in adopting a policy for the future, the author of this little book pre- 
sents a condensation of some of the current proposals for a world or- 
ganization after the present war. He eliminates the extreme poles— 
absolute isolation, and a complete world state or world federation— 
and classifies the remaining proposals in five groups: 1, plans for Amer- 
ican leadership, American mastery and American balancing of power; 
Il, proposals for a British-American alliance, an Anglo-American federal 
union, a union of democracies, and close cooperation of the United 
Nations; 111, regional arrangements, covering, for example, the western 
hemisphere, Europe, and Asia; 1v, a League of Nations; and v, a 
“stronger” association than the League. In a final chapter the author 
discusses problems of procedure during a “cooling off” period. 

Each of the proposals is first succinctly described, and then some of 
the arguments pro and con are stated. The reader is left with the major 
task of supplementing the argument on both sides and drawing his own 
conclusions. On the whole the discussion moves, presumably purposely, 
along conventional lines, and thus anyone familiar with the problems 
will fail to discover any original contribution. On the other hand the 
layman may fail to grasp fully the issues involved, for lack of sufficient 
data. His predicament is the greater because, as the author says, not 
all the arguments are of the same weight and not all of the proposals 
are on the same plane, and also because the cons do not address them- 
selves sufficiently to the pros, and often raise issues omitted in the pros. 
It is the reviewer's impression that the weight of the argument is con- 
centrated on the League of Nations and the “stronger” association. Nei- 
ther of these solutions would be compatible with the proposals in Group 
1, but either of them could be combined with the regional arrangements 
discussed in Group m1 or with the proposal for close collaboration of 
the United Nations, in Group 11. 

No one is likely to quarrel with the author for having eliminated 
absolute isolation from the range of possible American choices, but 
the elimination of proposals for a world federation is not so easily justi- 
fied. Many will agree with the author that nothing short of a miracle 
could bring about a world federation after the present war. But the 
opponents of the proposals for a League of Nations or a “stronger’’ asso- 
ciation seem to base their case, at least in the author’s version of it, on 
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the ground that neither of these solutions is strong enough to insure 
peace, and that no system of international collaboration will work un- 
less state sovereignty is substantially and effectively curtailed. This, 
after all, is the basic assumption of schemes along federal lines. And hav- 
ing thus introduced some arguments of the federalists, it might have 
been just as well to state their case. This would have led to the formula- 
tion of the basic issue, which is one between evolution and. revolution 
of the existing state system. If the issue were thus placed squarely before 
the student of international politics he might find it advisable to revise 
his views on the proposed reformed League of Nations and the 
“stronger” association. 
LEO Gross 


Fletcher School of Law and Diplomacy 


BLACK, JOHN D. Parity, Parity, Parity. Cambridge: Harvard Com- 
mittee on Research in the Social Sciences. 1942. 360 pp., index 7 pp. $2. 

Thorough economic and political organization of the entire agri- 
cultural sector, and public guidance and continuous adjustment of agri- 
cultural output and income, rank perhaps among the most fundamental 
structural changes of the last two decades within the economic sphere 
of this country. During the 1920’s the farmers were still operating under 
conditions of the liberal era. In the age of industrial combines and 
increasingly powerful labor unions agriculture, along with certain parts 
of the distributive trade and with small independent shops, remained 
in a state of “atomistic competition.” This was so in spite of the success 
of agricultural cooperation. Today agriculture far overshadows organ- 
ized labor and industrial enterprise, not to mention the consumers—in 
so far as centralized control, political influence and public guarantee 
for satisfactory economic returns are concerned. This momentous change 
was accomplished under the aegis of Henry A. Wallace as Secretary of 
Agriculture. It has crowned decades of a spirited and sweeping equality- 
for-agriculture crusade. Politically it has been implemented by the com- 
plex parity formula, which Congress incorporated in the agricultural 
adjustment and other acts. In spite of the amendments and changes in 
definition, the parity formula has remained the political tool which 
measures the level of prices and the aggregate income of American farm- 
ers, in terms of what Congress considers necessary or desirable and feels 
obliged to guarantee. 

Since E. G. Nourse, J. S. Davis and J. D. Black published their volume 
on Three Years of the AAA, under the auspices of the Brookings Insti- 
tution, the present volume is practically the first critical book to deal 
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with this vital part of current agricultural policy. The author wrote it 
as a service to “a general public made up of those persons who are 
deeply interested in the wartime relations between agriculture, labor, 
and the rest of our society and the connection of these with the problem 
of price control,” as well as for university students. It is a sort of memo- 
randum to the legislators and the general public. 

The three parities referred to by the author are those of business en- 
terprise, labor and farmers. Indeed, a fascinating subject! Professor 
Black, for many years one of this country’s leading academic advisers 
on agricultural policy, treats it with that command of material which 
emanates from participation in all the historical phases in the evolution 
of the parity policy. The major part of the book is devoted to a critical 
analysis of the many-faceted statistical formulae of parity, the changes 
from price parity to income parity, and the irrationalities involved in 
application as well as the underlying economic assumptions. He shoots 
the various parity formulae full of holes, and shows how a juggling of 
the statistical basis is a handy political tool by means of which groups 
of producers can help themselves to returns better than the market price, 
as illustrated by the recent attempt to raise agricultural price ceilings 
to or above 110 percent of “parity.” In a comparison between the levels 
of farm prices and of industrial wages over a 73-year period he finds 
that during the base period of the‘parity formula, 1910-14, real farm 
prices were near or above their all-time World War peak of 1919, and 
that real wage rates were out of line downward; he contends, however, 
that agriculture gains only by greater urban employment and not by 
higher industrial wage rates. 

In comparing alternative parity standards Dr. Black concludes that 
most agricultural statesmen have recognized for some time that the pres- 
ent methods of determining parity prices are working badly and are 
rapidly causing the parity standard itself to be discarded. He also is of 
the opinion that we are fast moving into a period in which ceilings will 
establish the price levels of all but a few farm products, and that thereby 
parity, so long as the war demand for farm products continues, will be 
abandoned. Inflation as the sinister result of further price and wage 
boosting is treated with great austerity and ample warning to all con- 
cerned. 

All this well-substantiated criticism of the irrational parity formula 
must sound very convincing to most economists. The import of the book 
is not, however, so clear as this may suggest. The book intrigues the 
reader considerably because the author, who reveals so unerringly the 
errors and misconceptions of the whole parity machinery, does not con- 
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ceal the fact that he somehow believes in equality for agriculture and a 
just price for the farmer’s toil and employment of capital. How else 
can one understand sentences such as these: “ . . . total volume of pro- 
duction in the U. S. increased ninefold between 1870 and 1930. Agri- 
cultural folks have surely shared in this increase, but have they shared 
equally? Or in proportion to their contribution to it?” Or: “neverthe- 
less, the facts . . . support a general conclusion that in the base period, 
and in the long run, agricultural incomes have remained at too low a 
relative level.” Or: “Few would not agree with President Roosevelt that 
the objective of parity for the farmer is excellent. Most economists, even, 
would say that the essential principle of parity is sound. This essential 
principle is that at any given time there is a ratio between the incomes 
of different groups in society, and accompanying prices, which on the 
one hand represents equal returns for equal effort, and on the other, 
a balanced allocation of effort and resources in different lines of pro- 
duction.” 

The reviewer is puzzled by the concept of equal effort. Who evaluates 
the “equality” between the effort of, on the one hand, a farmer who 
milks twenty dairy cows for 365 days a year, a rancher who looks after 
several hundred grazing head of meat cattle, and an orange orchardist, 
and, on the other hand, a printer, a locomotive engineer, a sandhog, 
a bank clerk and a broker? And even if there were such a thing as an 
equitable measuring rod for different sorts of work and toil, how does 
a society which establishes the justum pretium for different types of work 
and the concurrent living conditions manage the necessary shift from 
one occupation to another? How does it manage to reduce the agricul- 
tural sector of its economic system if the major incentive of differential 
returns is eliminated? It seems very likely that if such parity policies 
had ever achieved a “‘balanced allocation of effort and resources in dif- 
ferent lines of production” they would have perpetuated an agrarian 
society. It even seems probable that this concept of balanced allocation 
involves a stable equilibrium which is incompatible with economic evo- 
lution toward greater wealth per capita. 

Professor Black wants an incomparably more intelligent price policy 
than the unworkable parity formula or mere price ceilings. He suggests, 
at least for wartime, fixed or proclaimed “necessary prices,” varying by 
regions, as a substitute for parity prices. Necessary prices would assure 
the proper price relation between competitive crops in order to obtain 
the desirable output of each commodity; this would eliminate the ob- 
jective of boosting farm income. It is suggested that fixed necessary 
prices be combined with public manipulations in the market, such as 
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the purchases of the Agricultural Marketing Administration and the 
distribution of surpluses, in order to even out the shocks. Costs of pro- 
duction should be lowered by subsidies for mechanization. The author 
sees also, of course, the necessity of shifting people from farms to other 
occupations. His fixed “necessary prices” would still leave some farms 
constantly in the red. For the removal of these farmers he suggests social 
relief during the adjustment period of migration to industries, and in 
general the provision of industrial employment. 

In spite of the fixing of prices for manipulation of output, and various 
measures in aid of marginal producers during their shift away from agri- 
culture, such a policy leaves the automatism of bankruptcy in force as 
the device for adjusting the size of the agricultural sector. Moreover, it 
leaves the decision on the desired output aimed at by the “necessary 
prices” subject to political determination, as influenced by pressure 
groups. And it is difficult to reconcile an accession to such conditions 
with Dr. Black’s stated endorsement of the “excellent objective of par- 
ity.” When speaking of the returns on capital in industry he says: “The 
writer does not doubt that recovery from the depression of the 30’s 
would have been faster if it had been allowed to take place as in times 
past by letting profits mount freely without let or hindrance” (p. 232). 

Such inconsistencies leave open many final questions as to the best 
course in agricultural policy. Whether a society that is completely 
organized in powerful and centrally directed economic pressure groups 
can continue to operate as a political democracy in the traditional 
sense, and how the competitive struggle for the greatest return in the 
pressure game can be prevented from upsetting the whole economy— 
these are questions not even touched upon. But the book is a timely and 
thought-provoking contribution. As such it can be highly recommended 
to those who are responsible for shaping our agricultural and our price 
policies, as well as to those who are otherwise interested in this subject. 
For mature graduate students the book provides ideal seminar material. 

KARL BRANDT 
Stanford University 


HORNEY, KAREN. Self-Analysis. New York: W. W. Norton. 1942. 
303 pp., index 5 pp. $3. 

In order to understand this book rightly one must begin at the end. 
For it is in the last few pages that the author briefly states her basic 
beliefs concerning the nature of man, the damage it suffers in neuroses, 
and the psychiatrist’s fundamental aim in rendering help. Horney rein- 
troduces here the old concept of the real self, which she defines as “the 
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most alive center of psychic life” (p. 290). The self has something to 
do with genuine self-regard, with native dignity, initiative, the capacity 
to take responsibility for one’s own life, with a tendency to develop 
one’s best potentialities, with freedom. In neuroses the self’s scope and 
aliveness are decreased; it has lost its center of gravity. The physician’s 
task is to recapture and redevelop it. 

It is essential to read these pages first in order to understand clearly 
that everything preceding them, that is, Horney’s psychoanalytic dynam- 
ics of neuroses, concerns in fact pathological man, and not man as such. 
If one starts with the beginning this does not become quite clear. 

The theory of neuroses is made very clear and very concrete; case 
examples and office experience are widely used. As is already known 
from her previous publications, Horney has abandoned the Freudian 
doctrine of man as a being actuated by the pain-pleasure principle. For 
her, neuroses consist of troubles in man’s relation to his fellowmen. 
The neurotic is insecure in his social and emotional relations to his 
environment, and therefore is dominated by a need for security and for 
avoiding threats to it. This basic anxiety brings about the elaboration 
of certain emotional emergency measures, “safety devices,” which are 
called neurotic trends. These are specific, usually very rigid and com- 
pulsive, character attitudes or behavior patterns intended to give the 
patient some form of pseudo-security, precarious though it may be. 
Of such trends Horney enumerates a number which she believes to be 
rather characteristic of our civilization: such as the neurotic need for 
(exaggerated, uncalled for) affection and approval; the neurotic need 
for (unwarranted) power; for prestige; for admiration; the need “to 
exploit others and by hook or crook get the better of them.” The neu- 
rotic character is the sum total of entanglements of these trends. 

Neurotic man has an interest not to face his basic insecurity, not to 
let the basic anxiety emerge and threaten his precariously achieved 
pseudo-security. He is a coward. He does not want to recognize his neu- 
rotic devices for what they are; he does not want to face himself as he is. 
He prefers to fool: himself, to believe that he is all right. Thus he re- 
presses his insecurity and his safety devices into the unconscious, and, 
under analysis, often resists the attempt to see the truth. His resistance 
expresses itself unconsciously in such escapist tricks as being late for the 
interview, becoming unproductive in his associations, beginning to 
quarrel with the doctor—all without realization of what prompts him 
to do so. Therefore Horney says of the analyst’s work that it “might be 
compared with that of the detective in mystery stories,” though the 
analyst ‘deals not with several people, all under suspicion, but with 
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a multitude of driving forces in one person, all under suspicion not of 
being bad, but of being disturbing” (p. 126). 

What are the methods recommended for the detecting process? Two 
of the most important ones are the method of free association and that 
of dream analysis, which remains in this book, as it was for Freud, the 
royal road to the unconscious. 

Modern developments in the psychology of thinking have led to 
strong and fundamental objections to associationism as a theory of 
thinking, and therewith to the validity of this analytic method. Many 
of Horney’s examples support, I think, these objections. It can be shown 
that some of the association chains that she presents resemble a flight of 
ideas, even where this is specifically disclaimed. In other instances, 
which she calls examples of “good” associations, thought operations 
seem to occur which in reality are not associations but operations of a 
different and much more sensible character, wrongly claimed for asso- 
ciationism. Because of the artificiality of the method the doctor, in his 
interpretations of the patient’s productions, sometimes appears to be 
forced to resort to unconvincing, rather arbitrary-looking conjectures. 
The interpretation of dreams is less bizarre in Horney’s work than in 
orthodox analysis, but continues to rely on the method of free associa- 
tion. Often it seems to proceed piecemeal, from dream fragment to 
dream fragment. When a fragment, torn out of its context, presents 
difficulties, a rather arbitrary and unconvincing symbolism is re- 
sorted to. 

That Horney often arrives nevertheless at very plausible interpreta- 
tions seems to be due more to her warm and genuine human feeling 
than to these methods. In fact, she mentions a third method, which she 
calls genuine human help. While this is not outlined in any detail, one 
feels that to the author it is of great importance in restoring the patient’s 
self; and it seems to be very different from the ones just mentioned. 

This reviewer confesses that he does not understand how the fine 
concept of man outlined in the last pages fits with the mechanisms en- 
visaged in the behavior of pathological man. I do not see how such 
mechanisms may occur in a being that fundamentally has a beautiful 
core of just the opposite qualities and tendencies. The analytic concept 
of neurotic man robs him of all native dignity, lets him be actuated 
solely by self-interest in his personal security, lets him want to fool him- 
self for the sake of illicit gains in security, lets him play tricks on him- 
self and others—sees him as thoroughly cowardly, dishonest, and in need 
of detectives to trap him and ferret him out. It seems that there is a 
break here in consistency—but a break which, if further investigated, 
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should become very productive. Horney has broken away from Freud's 
doctrine of healthy man; but she has retained some—not all—of his 
basic concepts for the theory of neuroses. In Freud the theory of neu- 
roses was thoroughly consistent with his philosophy of man. If the phi- 
losophy of man is basically changed, then a corresponding change of the 
dynamics of neuroses would seem to be required. 

ERWIN LEvy 


New York City 


WILSON, LOGAN. The Academic Man. New York: Oxford Univer- 
sity Press. 1942. 248 pp. $3. 

A sober view of the career of the university teacher has gradually 
developed out of a convergence of the Marxist critique, the growth of 
the sociology of knowledge, and the refinement of the anthropological 
approach. It is no novelty, therefore, to regard the world of the higher 
learning, stripped of its halo, not as the placid intercourse of leisurely 
aristocrats in beautiful groves, but as the competition of men bent on 
success in a particular calling which, for all its lofty aims, generates the 
heat and turmoil of strife and is fraught with particular hazards and 
disorganizations. University teaching is an occupational culture with 
distinctive mores, myths, symbols, rituals, success-insuring techniques, 
and aleatory elements; also with typical manifestations of hierarchy, 
super- and sub-ordination, competition and cooperation. 

In the United States this view of the higher learning has become fa- 
miliar through the initial brilliant attack on its paradoxes and shams, 
made by Veblen a generation ago, and through A. Flexner’s more recent 
discussion of the inadequacy of the American university system. It has 
become naturalized in sociology through the work of Waller and Zook, 
leading to the development of the specialty of educational sociology, 
and has been deepened by the recent studies of the social function of 
knowledge and science by Lynd, Znaniecki, Bernal, Crowther and 
others. 

In the present book Professor Wilson, employing a schema of profes- 
sions developed by Hughes and Parsons, seeks to conceptualize the con- 
siderable accumulated data available on the sociology of the American 
academic man, notably the teacher in major institutions of higher 
learning. He presents an interesting and revealing account of a large 
range of problems: the stereotype of the academician; the derivation 
and formation of the prospective professional scholar; his status, role 
and social-economic position; his prestige at different ranks of the 
academic ladder, and the various methods of developing and retaining 
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it; and the conflicts engendered in him by the pressures of his institu- 
tional culture, particularly in those aspects where its discrepancy from 
ideal aims is most marked. There are numerous valuable insights into 
the realities of the educational career, and sober prudential maxims for 
achieving success. Wilson emphasizes the far greater importance of 
“research” than of teaching or wisdom as a source of prestige, and notes 
the various pressures of extra-scientific factors which tend to slant re- 
search in certain directions and toward certain subjects. In this he skirts 
the sociology of knowledge, as also in the suggestion that the conflicts 
and disorganization of the academic man indirectly affect the character 
of his work. 

Wilson avers that his intention is only to define the field and not to 
fixate definitive conclusions. The following remarks, therefore, should 
be understood not as criticisms but as suggestions for further research. 

One misses here an application of the anthropological method to the 
story of American scientific research, especially in sociology. Thus in 
illustrating the development of cultism in science Wilson cites but one 
example, and that is drawn from Literaturwissenschaft as practiced in 
nineteenth century Europe, specifically the Germanistik of the Scherer 
school. If for a variety of reasons this task could not have been attempted 
for the present time (and its hazards are many) it could surely have been 
carried out for a bygone generation of American research. In the fads of 
sociological research, in the formation of cults and sects, the influence 
of local schools and charismatic personalities, the class factors and 
ideological bias, there are fascinating problems for one interested in 
the sociology of knowledge, especially for one who prides himself on the 
“Machiavellian” view, as does Wilson. It is to be hoped that he may 
return to this aspect of the general theme. Incidentally, Wilson appears 
to underestimate the ideological constraints and suppressions of free 
thought among academic men. Simply to tally infractions of this type 
reported to the AAUP is not to cope with the problem seriously, for 
just as there are divers ways (noted by Wilson) in which dismissal of 
an unwanted teacher can be effected without an outright discharge, so 
there are manifold and intangible ways in which conformity may be 
produced otherwise than by outright coercion of spirit. 

Also, because he has focused attention on the “‘ideal-typical” academi- 
cian and his occupational culture, the author has given too little notice 
to the setting of this microcosm in the larger social universe. The par- 
ticular mores of the academic man described by Wilson are related to a 
given time, place and culture. But he does not correlate the patterns of 
the academic world, the choice of themata of research, the stereotype of 
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vocation, with the total social constellation. This leads to a possible 
overemphasis on the discrepancies between ideal aim and practical ful- 
filment in the academic profession. How the organization of any given 
learned world reflects tendencies, usages, needs and tensions operative 
in the given social macrocosm is a problem for careful research, a prob- 
lem suggested by both the sociology of the professions and Wissens- 
soziologie. It seems to be a regrettable consequence of Wilson's concen- 
tration on the conflicts and disorganization of the acadamic man that 
though he uses the “‘ideal-type’”” method of Max Weber he seems to be 
without the great German scholar’s standard of the place of science in 
the social order, and the feeling that science may be in Weber’s word 
a Beruf, indeed the only sacred calling possible for secularized and dis- 
enchanted men. 
EPHRAIM FISCHOFF 


Graduate Faculty, Lecturer 


ABEL, THEODORA M., and KINDER, ELAINE F. The Subnormal 
Adolescent Girl. New York: Columbia University Press. 1942. xiii & 
215 pp. $2.50. 

Many years of experience with mental defectives inside and outside 
of institutions have brought the authors of this book face to face with 
the great social and practical importance of the problems they deal 
with here. The number of subnormal girls under eighteen in New York 
State is estimated at about 325,000, of which only an extremely small 
fraction is institutionalized. The group studied by the authors consists 
of girls under eighteen with an intelligence quotient from 89 to 50 
(the average of the general population varies from go to 110). This is a 
group of which a great many members are still able to make an adjust- 
ment outside an institution, and which therefore offers numerous con- 
crete and fairly typical problems that the community has to meet. No 
survey of this question as a whole existed until the publication of the 
present book. 

The authors are careful to point out that the intelligence defect is 
not the whole problem. They emphasize that a subnormal individual 
is not an otherwise normal person with an isolated deficiency of what- 
ever is measured by intelligence testing; in a great many cases the sub- 
normal is a handicapped human being with very typically changed be- 
havior and reactions in various life situations. In order to give a well 
rounded picture the authors present in a number of chapters the prob- 
lems that confront their charges in their homes, in school, in industry, in 
institutional life, in sexual and emotional life and in group life among 
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“normals.” These chapters are vividly illustrated with many frequently 
striking case history examples. 

The first chapter is devoted to a short survey of the theoretical situa- 
tion. After brief mention of the current intelligence and ability tests 
an attempt is made to obtain a psychological understanding of the sub- 
normal girl’s personality and world. The chief impression to be derived 
from this attempt is an awareness of the great complexity of the psycho- 
logical problems, and of the inadequacy of the categories with which 
present-day psychology approaches questions of personality. This refers 
especially to the task of obtaining an adequate phenomenological de- 
scription and dynamic understanding of the life and world of these 
people. The case material given throughout the book shows clearly that 
the concepts employed—largely borrowed from Piaget’s in many re- 
spects very doubtful child psychology—fall far short of the vivid riches 
of the material. It is one of the merits of the book to show the need for 
better and deeper, more dynamic and more human theorizing. 

The main emphasis of the book is on the social aspect of the problem, 
and two chapters are devoted to a discussion of ““The Community’s 
Problem” and social control. Medicine, education, social agencies, 
trade schools, and willing and humane employers, are the main agen- 
cies concerned. A good deal of help is being rendered already, but the 
authors do not tire of pointing out that more and still better work is 
urgently needed, and how it could be accomplished. 

ERWIN LEvy 
New York City 


NEF, JOHN U. The United States and Civilization. [Walgreen Foun- 
dation Lectures, 1940-41.] Chicago: University of Chicago Press. 1942. 
410 pp., index g pp. $3. 

This book, delivered as a series of lectures sponsored by the Charles 
R. Walgreen Foundation at the University of Chicago, is a sincere and 
at times naively passionate plea for a return to a philosophy of life 
foreshadowed in Plato and Aristotle, dominant in the nineteenth cen- 
tury in England and the United States, here done to death by pragma- 
tism and resurrected by President Hutchins, to whom the book is dedi- 
cated. The author, Professor of Economic History at Chicago, attempts 
to lay the foundation of his thesis in a brief and brilliantly sketched 
review of the rise of industrialism in England and on the continent. 
Only a thorough mastery of detail, a deep and precise knowledge of 
facts, could produce so concise and convincing a summary. But the 
superstructure seems hardly to merit its base. 
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In developing the theme of Part I, Civilization at the Crossroads, 
Dr. Nef discusses what he believes to be the moral and intellectual crisis. 
Here he makes explicit his own belief in the ancient and absolute 
values of truth, goodness and beauty, and his almost obsessive convic- 
tion that pragmatism, aided and abetted by modern science, has led 
America astray in the marshes of relativity and utilitarianism. He writes: 
“As scientific methods have been extended to social and humanistic 
studies, the view has become very general in the social sciences and the 
humanities that today’s knowledge exists mainly to be superseded by 
tomorrow’s; that all constructions of the mind are merely scaffolds for 
scaffolds; that each generation writes a history, a politics, a sociology, 
or an economics almost entirely irrelevant for the next’ (p. 76). 

Here is a nostalgic yearning after the eternal and enduring, to which 
in this present maelstrom every heart responds. But it is obviously an 
overstatement. So also is Dr. Nef’s contention that “as the methods of 
natural science have come to be regarded as the only methods . . . the 
belief that the mind is capable of creating durable values for the guidance 
of mankind has been lost” (p. 80). In the same fashion he accuses “‘most 
American scholars” of holding the doctrine “that general welfare fol- 
lows automatically from economic welfare” (p. go). It is the author’s 
ardent conviction that both the general welfare and the democratic 
way of life are dependent upon loyalty to basic principles. “When peo- 
ple generally cease to believe that there are such things as principles of 
honor, justice, truth, and beauty . . . they have no body of doctrine to 
oppose to the power of the despot” (p. 101). 

In Part II Professor Nef attempts to define the Ends of Civilization 
as revealed in humanism, religion, moral philosophy and art, and in 
Part III he suggests the means of approach to the Utopia he seeks. In 
briefest summary his plan consists in freeing the great institutions de- 
voted to the strengthening of mind and spirit from economic and politi- 
cal domination by their endowment at the government’s expense. He 
would thus bring together groups of educators, creative each in his own 
field, and freed from all necessities of routine lecturing and administer- 
ing, to whom earnest seekers after basic values might freely come. In 
similar fashion establishments devoted to the arts and crafts should be 
endowed “independently of the current demands of the market place 
for cheap machine-made products,” and these establishments “might 
help to create in the United States an American style.” And “the 
churches endowed by the government might be gradually relieved of 
the necessity for developing programs likely to suit the tastes of their 
parishioners for entertainment and amusement.” Evidently the honored 
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American tradition of the separation of Church and State must here 
yield to the older tradition of the Establishment. It is significant that 
an economist of Dr. Nef’s stature should see in the decline of private 
fortunes the necessity of discovering other sources of income for educa- 
tional and religious institutions. It is surely naive to expect that govern- 
ment endowments would serve at the same time to free them from politi- 
cal and economic domination. 

Thus the good, the true and the beautiful are to be created, strength- 
ened and preserved from within the state. Against totalitarian dictators 
from without there is only one sure defense, a vast military and naval 
armament. Truth, crushed to earth, may not rise again. Nor are these 
ancient values secure against enemy propaganda. Freedom of speech is 
basic to democracy, says Dr. Nef, but “the laws against the overthrow 
of our form of government by force should be extended to cover the 
activities of persons, whether citizens or not, who scheme to deprive us 
of our liberty” (p. 377). Private enterprise and the profit system, regu- 
lated by a benign government that seeks the guidance of the moral 
philosophers, and an educational and a religious system endowed to 
independence—these are the essentials of the plan which this book 
proposes. 

ARTHUR L. SwirFT, JR. 
Union Theological Seminary 


GLOVER, T. R. The Challenge of the Greeks and Other Essays. 
Cambridge: University Press. New York: Macmillan. 1942. 234 pp., 
index 7 pp. $2.75. 

Whether he deals with deforestation, the intricate problems of feed- 
ing the Athenians, the interaction between the commercial cities and 
their rural surroundings, or any other problem of ancient Greece, the 
mature scholar who is the author of this delightful volume has always 
an openminded and realistic approach to his subject, free of any histori- 
cal or economic dogmatism. Thus the problems of Greece are con- 
fronted with analogous conditions in Canada, the Middle West, Scot- 
land, New Zealand; and even the domestic and foreign policies of the 
Greek world—described in their indissoluble interdependence—are il- 
luminated by comparison with the precarious situation of the British 
Commonwealth in the face of Hitler’s threat. 

Social scientists will be particularly interested in the essays dealing 
with the interrelations of economic and political problems. In his dis- 
cussions of the farmer, the food problems in Athens and the commer- 
cial centers of distribution Glover emphasizes the progress toward politi- 
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cal freedom which was accomplished when individual rural property 
and commercial enterprise were firmly established. His analysis of this 
social revolution offers a new interpretation of Solon as a forerunner of 
Adam Smith. Solon disentangled the farmers and traders from the tradi- 
tions and pressures of the clan, and relieved them from the arbitrary 
violence of feudal military classes; like Adam Smith he attempted to 
unite individual freedom with law-abiding subordination. 

A careful study of ancient individualism and Anglo-Saxon teamwork 
is contained in the essay, ““Team or Hero?,” in which the author pre- 
sents the thesis that Greek colonization, like American pioneering, 
united the spirit of cooperation and individual effort without damage 
to either. Still more fascinating is the article on “Homer and his Read- 
ers,” which examines why Homer has appealed to some groups and 
been rejected by others. Philosophers and scientists are critical, and 
tend to analyze the historical mistakes, the moral and religious aberra- 
tions; plain people and men of action take him as the true interpreter 
of life; but it is the men of letters who have established the survival 
and the tradition of Homer, in their awareness that works such as his 
surpass the national character and the communications of the average 
people. Glover frequently quotes Longinus: “The sublime is the echo 
of a great soul.” 

This quotation gives the key to what the author calls the challenge 
of the Greeks. Their lasting vitality he attributes to four factors: young- 
mindedness, a passion to be oneself, freedom of individual initiative, 
and intellectual creativeness. These qualities represent an enduring chal- 
lenge to hardening institutions, the pressure of political and religious 
dogmatisms and the unbearable ennui of uniformity and standardiza- 
tion. Greek spontaneity and Greek thirst for knowledge have for cen- 
turies opened the avenues to a more complete and perfect life, raising 
standards and broadening horizons. Glover has lived long enough in 
this country to understand the close affinity between American pioneer 
society and the Greek patterns of life. The more seriously, therefore, 


should we take his remarks on the sins of American education. 
ALBERT SALOMON 


CONN, STETSON. Gibraltar in British Diplomacy in the Eighteenth 
Century. [Yale Historical Publications, Miscellany, xL1.] New Haven: 
Yale University Press. 1942. 284 pp., bibliographical note and index 
33 PPp- $3. 

The role of Gibraltar in the British political system of the eighteenth 
century—from its conquest in 1704 to its famous defense in the War of 
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American Independence—forms one of the most interesting issues of 
that fascinating epoch. Gibraltar was then the outstanding point at 
issue between Britain and Spain, and Dr. Conn’s scholarly and pains- 
taking monograph, based on extensive research in British and, to a 
lesser extent, French and Spanish manuscript sources, has succeeded in 
throwing a good deal of light upon various political aspects of the 
subject. 

Unfortunately, however, his failure to interweave the diplomatic 
aspects with the strategic has led him to a grave underestimate of the 
Rock’s significance in the British strategic system. The author’s few 
observations in the last chapter do less than justice to this aspect of the 
problem, and it cannot be explained away by Gibraltar’s undeniable 
defects as a base, so strongly stressed by Conn. A systematic perusal of 
the pertinent naval histories, such as Admiral Richmond’s The Navy 
in the War of 1739-48, Sir Julian Corbett’s Seven Years War and, from 
the West Indian angle, Richard Pares’ War and Trade in the West 
Indies, produces a far different impression of what the control of the 
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Straits, and with it of the whole Mediterranean field, meant for the 
British cause during those momentous struggles, and suggests that its 
constant retention in the face of repeated attempts of a long series of 
British statesmen to barter it away was due to something more sub- 
stantial and well founded than obstinate British national pride and 
prejudice. 

If the author had given fuller consideration to these broader aspects 
he might not only have rounded out his study but also have been in- 
duced to take up yet another facet of his subject, on which we would be 
happy to find ourselves enlightened from the rich material he has so dili- 
gently perused: the question first raised by Lilian Penson in her 
Colonial Background of British Foreign Policy, as to the weight that 
the British attributed to the retention of Gibraltar in the various peace 
treaties of the eighteenth century, compared with other European and 
colonial interests under discussion. 

HERBERT ROSINSKI 
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